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PAN-EUROPA—A HOPE OR 
A DANGER ? 


By Davip MirRANy 


I. 
T is not a mere accident that M. Briand’s scheme for a 
European union should have seen the light at the same 
time as Lord Beaverbrook’s imperial crusade. Nor can 
} hit be a mere coincidence that the only British politician 
of rank to have joined the crusade, Mr. Amery, should also 
be the only one to have endorsed the proposed federation. 
Mr. Amery’s standpoint is as puristically consistent as that 
of the anti-Semites who applaud the Zionist ideal of a Jewish 
| feturn to Palestine. For if the two ideas, of imperial and of 
continental union, have evolved independently of each other 
and appear to spell a parting of the ways, they are, nevertheless, 
organically related. On the spiritual side they are clearly the 
progeny of kindred conceptions and temperaments ; and on 
the practical side the future of either is conditioned in effect 
by the prospects of the other. 

Whatever the reasons, there is no doubt that we are 
witnessing at present a partial eclipse of the idea of a universal 
League of Nations. Hence it is but natural that this moment 
should be chosen by those who are beginning to have doubts, 
as well as by those who never had any faith in that idea, to 
put forward alternative political panaceas. These are not 
to be despised. It is a measure of the change which has 
taken place in international relations and outlook that, in 
the western world, at any rate, no one any longer thinks of 
taking the line which Canning commended just about a 
hundred years ago, when after the Congress at Verona, 
which marked the collapse of the Holy Alliance, he wrote to 
the British delegate : “ Things are getting back to a healthy 
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state again. Each for himself and God for us all.” Even 
the most conservative of politicians now realises that such 
extreme national individualism is inadequate either for 
political security or for economic prosperity. As in produc- 
tion and trade, so in politics, the working of the competitive 
system induces an ever wider process of concentration. 
The nationalists are forced to become internationalists. 
But’ if they have outgrown the idea of the closed national 
state, they are not yet ready for the ideal of an unbroken 
community of nations. Therefore they would pin their 
faith upon an intermediary conception, based on Continental 
groupings, in which imperial commonwealth and European 
federation would be twin elements, side by side with Pan- 
American, Pan-Asiatic and Russian federal groups. 


II. 

M. Briand’s scheme does not claim to be original. It 
has been taken bodily from ideas which have circulated on 
the Continent after the war, with a number of variations. 
The very first point to be settled has caused a split in the 
camp of European unity. What is Europe? One section 
answered the question in the light of historical tradition. 
According to the Fédération pour la Coopération Européenne, the 
new group should include the whole Continent, from the 
Urals to Gibraltar, as well as the British Isles. Another 
section, guided by political norms, wants to exclude England, 
because she is tied to a vast non-European empire, and also 
Russia, because geographically as well as politically she has 
become a semi-Asiatic empire. That is the standpoint of the 
Pan-European Union. 

A second point which had to be settled in advance was 
the character and purpose of the union. Is it to be a customs 
union, or a political federation, or both ? The Union Douanién 
Européenne, with headquarters in Paris, puts economic union 
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PAN-EUROPA—A HOPE OR A DANGER? 


first. The Pan-European Union, too, has always based its 
plans on a Continental customs union. M. Briand’s memoran- 
dum, on second thoughts, subordinates economic to political 
action; a skilful move, as after the spadework done by the 
League of Nations some form of a treaty of amity and arbi- 
tration could easily be found, whereas the hope for unity 
would hardly at present survive any attempt to work out a 
common economic policy. In the absence of a unitary 
programme, we may take for the sake of discussion the 
widest available definition of the end pursued, as put forward 
two years ago, apparently as a personal view, by the foremost 
exponent of Pan-Europa. According to Count Coudenhove- 
Kalergi, Pan-Europa is to be a compound of three indivisible 
elements: “ We cannot limit it either to economic or to 
political or to cultural union. We want Europe to be a 
political, economic and cultural community ” (Gemeinschaft). 

It does not seem that M. Briand would quarrel with that 
definition. As a practical politician, he naturally has to 
adopt Fabian tactics. But he postulates all the essential 
elements of a full economic union in par. C. of pt. 3 of his 
memorandum, where he suggests that the countries con- 
cerned should proclaim, as the ideal end of their tariff policy, 
“ the establishment of a common market, as a means to the 
maximum increase in the well-being of all the peoples in the 
area of the European commonwealth. Under the auspices 
of such a general orientation,” he goes on to say, “ it should 
be possible to begin at once with the practical work for the 
rational organisation of European production and trade, by 
means of increasing freedom and systematic simplification in 
the circulation of goods, of capital and of labour, under the 
sole reserve of the defensive needs of each state.” 

It is clear that the economic aspect of the idea is far the 
more original and fundamental, though M. Briand has for 
reasons of his own inverted the order of action. Nor could 
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Pan-Europa, if it is to go beyond the scope of a multilateral 
commercial or transport agreement, forego the ambition of 
binding its component parts into some kind of union if not 
of unity. In fact, M. Briand’s memorandum, and especially 
the draft constitution published by M. Coudenhove-Kalergi 
at the end of April, provides elaborate central organs for the 
government of Pan-Europa. Thus one begins to see the 
kind of structure which is in their minds. It would be an 
international organisation, because the parties to it would 
be sovereign states; yet it would not be a full-bodied 
international system, because the principles on which it 
is to rest would be limited geographically in their application. 
These geographical limits would be new, and much wider 
than the present national boundaries, but within them 
the system would approach that of the closed national 
state. In keeping with the need for ever-growing industrial 
and commercial concentration, so accurately foreseen by 
Marx, the new economic unit is to be much bigger than any- 
thing known hitherto. But in character, in structure and in 
working it will be in direct line of descent from List’s 
“national system ” and Naumann’s “ Mitteleuropa.” Count 
Kalergi frankly admits indeed that Pan-Europa springs from 
the same argument as Naumann’s: “that today national 
states are too small, politically and economically, for the 
purpose of playing and acquiring a big part in world politics.” 
It is in keeping with that doctrinal tradition that the new 
project should have had its origin in German minds, whose 
Liberalism has generally been of a mercantilist persuasion, 
though other reasons besides tradition have contributed 
to that. 

In any case, it is evident that such a closely inter-related 
economic structure, if M. Briand’s vision is to come true, 
would follow the model of the German Zollverein and of 
Austria-Hungary after the pragmatic sanction, rather than 
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PAN-EUROPA—A HOPE OR A DANGER? 


of the present economic relations between the self-governing 
parts of the British empire. Without going into details, one 
may point out that such a development implies a great many 
common economic and political arrangements. A common 
tariff policy implies some joint organ for the negotiation of 
commercial treaties, the fixing of tariffs, etc., and such 
organs are, in fact, provided in the schemes before us. A 
common tariff then raises the question of the distribution of 
receipts, according to some preliminary financial agreement ; 
this division will be the more difficult to negotiate as receipts 
from customs form at present an important part of the revenue 
of Continental countries, unless the whole is devoted to some 
common purpose, like defence, as it was in Austria-Hungary. 
A further difficulty is the variation in indirect taxation, and 
the existence of many state monopolies; taxation at the 
source, with the crediting of the importing state, being hardly 
practicable in so large a company. Again such a system pre- 
supposes some common standard of currency, as otherwise 
differences of exchange would cause free trade to place one 
state or another at a disadvantage. 

And when all these difficulties have been removed, the 
greatest of all will still remain to be solved—namely, the 
regulation of trade between the members of the group, at 
least in the transition period. At present the bulk of the 
European duties are probably levied upon goods of European 
origin. Relatively, trade with overseas countries is small, 
except in raw materials, and these are generally allowed to 
come in free. Hence the need for tariff negotiations and 
commercial treaties between the members of Pan-Europa 
would remain. Nor are there signs that in the present state 
of their budgets the majority of the Continental countries 
are willing to renounce receipts from customs. The probable 
tendency therefore would be not towards free trade, but 
towards preferential trade ; and expressed in taxes the result is 
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likely to be not an internal reduction but an external rise. 
It would be not so much a question of reducing tariff walls, 
as of moving them to another spot. That is, indeed, the 
line of action forcasted by Kalergi’s draft constitution. One 
of its articles runs as follows: “In order to initiate closer 
economic relations between the members of the federation, 
they undertake in future not to renew or to conclude most- 
favoured nation treaties without inserting a European 
clause.” In every detail, we may note, this policy is identical 
with that of the imperial crusaders. Their ideal is imperial 
free trade ; but Lord Melchett, in his book, merely demands 
the “ minimum amount of tariff barriers within the empire.” 


III. 

In the light of these circumstances we may proceed to 
enquire what advantages would accrue to European economics 
from a Pan-European union ; and, secondly, and especially, 
what part would it play in the present effort towards the 
building up of a world at peace ? A genuine rationalisation of 
European production—with the abandonment of artificially 
protected industries, the suppression of tariffs, with the 
pooling of materials, of knowledge and of credit—might 
lower costs of production and enhance the purchasing power 
of the populations concerned. But, in the first place, none of 
the rationalisation schemes adopted hitherto—in rubber, 
steel, corn, etc.—not even the Labour Government’s Coal 
bill, contemplated or achieved such an effect. As Mr. Arthur 
Pugh has put it, “the objective is not so much to obtain 
more and cheaper commodities in order to increase consump- 
tion and the general standard of material comfort, but to be 
able more successfully to cut the other fellow’s throat in 
competition....This beggar-my-neighbour process has 
nothing to offer to Labour except a degradation of its con- 
ditions, and, far from justifying hope as a solution{of the 
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PAN-EUROPA—A HOPE OR A DANGER? 


problem of unemployment, will but intensify that problem...” 
It is the same brand of view as that which sees national 
security in ‘ self-sufficing ’ armies and navies, rather than in 
international co-operation for the avoidance of conflict. In 
the second place, none of these desirable changes, even if 
they were attainable, would make Pan-Europa economically 
independent of the outside world. The federation, to begin 
with, could not feed itself, especially if it excluded Russia, 
which is inevitable as long as the Soviets maintain a state 
monopoly of foreign trade. The exclusion of Russia also 
cuts off the European main supply of oil and petrol. The 
Pan-European industries could not dispense with the raw 
materials—vegetable fibres and oils, rubber, the rarer metals, 
and so on—the bulk of which come from other continents. 
The chief money markets also would lie outside the Pan- 
European limits. Hence it is obvious that the economic 
advance which a Pan-European union might hope to achieve 
would depend in a large degree on the conditions on which 
those indispensable supplies could be obtained from outside. 

Leaving aside the relatively small colonial dependencies 
which would be at the disposal of Pan-Europa, it is doubtful 
whether the scheme would facilitate, speaking generally, a 
freer access to raw materials. That is not the scope, except 
in a limited way, of Continental groupings. The manifesto 
of the English empire free trade party wanted to see the 
empire become “‘ a real economic unit ” ; and Lord Melchett, 
while admitting, in his recent book, that, at present, the 
empire was deficient in certain minerals and other raw 
materials, yet is confident that with a rational fiscal and 
industrial policy “the British empire could become an 
extremely prosperous and largely self-supporting economic 
unit.” Now the British empire and the U.S. own between 
them about two-thirds of the known workable deposits of 
minerals and commercially control some three-quarters of 
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them. In so far as Pan-Britain and Pan-America become 
self-contained economic units, the raw materials now con- 
trolled by them would increasingly be consumed by them; 
and in any case, the ambition to become self-sufficing must 
make control over raw materials tighter still. The recent 
memorandum of the Trades Union General Council pointed 
that out as inevitable. “If we are in a Commonwealth 
Group, we shall try to ensure for every member of the group 
an adequate supply of essential raw materials. In the case of 
certain products of which there is a scarcity this may involve 
to some extent a monopoly of such products for our own 
Group.” At present we are getting away from that tendency, 
in practice as well as in policy. In 1927 the total foreign trade 
of the British empire exceeded that of 1913 by 27.5 per cent. 
(the value of the total world trade being only 20 per cent. 
higher); but exports from the empire overseas, which in 
1913 were by 7 per cent. lower than those of the United 
Kingdom, in 1927 and 1928 were higher by some 40 per cent. 
These were, of course, foodstuffs and raw materials, while 
the others were manufactured products. Hence it is reason- 
able to infer that in the degree in which Pan-Europa and its 
corollary units were to become a reality, the general circu- 
lation of raw materials would become less liberal than it is 
at present. Genuine rationalisation would thus be hampered 
rather than advanced. The safeguarded Pan-European 
industry, no doubt, would be able to recoup any addition 
to the cost of raw materials. But the advantage to the Pan- 
European consumer remains doubtful, and so does, therefore, 
the point whether the purchasing power of the large agrarian 
population would be lastingly raised. 

There is no doubt at all as to the effect of such a hoarding 
of raw materials upon international peace. From the stand- 
point of international relations such a course would mean 
indeed the reversal of the principle which has found a first 
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and modest expression in the mandates system. That system 
has introduced into world economics the principle of the 
open door to raw materials. The needs of continental or 
imperial self-sufficiency, for present use as well as for potential 
development, would inevitably lead to the closing and bolting 
of that door again. Such a reply to the rising claim for 
economic autonomy would before long create an economic 
minorities question. The restlessness of the German Zo//- 
verein, chafing under the lack of colonial dependencies, 
indicates the kind of temper which might be introduced into 
international relations by a Pan-European union—a union, 
let us remember, whose productive capacity is greater, but 
whose colonial possessions are smaller than they were before 
the war. The setting up of preferential customs groups will 
also check the progress which has been made, especially 
since the war, with the all-round concession of most-favoured- 
nation treatment. It is doubtful whether the system of inter- 
national credits, under neutral control but free from all 
political attachments, as initiated by the League, could 
continue. And so on, in every direction, the preferential 
system of the closed door could thrive only at the expense of 
the universal principle of the open door. 

The international aspect naturally transcends all others 
in importance. Pan-Europa itself is primarily and ostensibly 
being presented as a new pillar for the temple of world peace, 
in course of construction ; and, more specifically, as a potent 
remedy against the corroding evil of tariffs. To begin with, 
a customs union does not necessarily mean peace or social 
advance within its bosom. Every country knows the diffi- 
culty of adjusting the claims of the various economic interests, 
especially of industry and agriculture. When agrarian and 
industrial interests are segregated geographically and politi- 
cally, as they were, for instance, in Austria-Hungary, jealousy 
and competition cause conflicts of the type which, as we now 
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know, distorted the whole municipal evolution of the Haps- 
burg empire. In a Pan-European union the geographical- 
political division would coincide still more closely with the 
division between industrial and agrarian interests. If the 
agrarian countries should be willing to abandon protection, 
would they not prefer free trade all round, so as to buy in 
the cheapest market? And if they wished to build up 
industries, and needed foreign aid, would they not prefer 
English and American capital, as being more distant and 
detached, and therefore less likely to bring in its train the 
political disabilities of “peaceful penetration”? But 
granting that a customs union is, within its limits, an advance 
on a multiplicity of customs units, and assuming that it would 
further peace within, it still remains to be asked whether it 
would contribute to peace without. The German Zollverein 
coalesced the mass of petty German states, but with the 
consciousness of its united power increased also the belief 
in its right to a place in the sun. The Austrian Zollverein 
linked together a congerie of differing provinces, but it used 
continuously the power thus gained to subdue its smaller 
neighbours, Rumania and Serbia ; and it did so, significantly 
enough, until 1914, not by force of arms, but through 
repeated tariff wars. Or take the American union, so often 
given as an example and justification for Pan-Europa. The 
freedom from tariffs between the states of the union has gone 
hand in hand with rising tariffs against the outside world, 
and that economic segregation has been reflected in an 
indifference to international co-operation. 


IV. 

When tariff walls coincide with political boundaries, the 
temper and outlook which had raised the first are likely to 
preside over the choice of means for protecting the second ; 
and the growth in the size of the economic units does not 
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reduce either their inclination or their ability to impose their 
interests upon others. But, it will be said, Pan-Europa is 
to be set up within the League of Nations, and the League 
will be there to adjust differences between the several Pan- 
unions. I will say presently why I believe that such groupings 
ate incompatible with a League of Nations. For the present 
I may point out that Pan-America and Pan-Russia are not in 
the League; that the promoters of Pan-Britain are notorious 
for having always looked upon the League with mixed 
suspicion and contempt; and that there is full evidence to 
show that Pan-Europa was originally floated as a deliberate 
substitute for the League. It must in any case be clear to 
every student of politics that such highly organised and 
would-be self sufficient economic units could not willingly 
renounce, in favour of some form of joint international 
action and control, the segregation of interests which is the 
very reason for their existence ; and that as long as a state 
regards its share of the world’s activities as one of isolated 
interests, so long must it seek to retain its own means for 
protecting them. 

But the suspicion inherent in such a competitive system 
does not allow the nations to feel secure in real isolation. 
Each unit, be it a state or a group of states, seeks to advance 
of protect its interests against another by combining with a 
third. We do not need to wait for the establishment of the 
new units in order to find out how fatally they will tend to 
actin the same way. The Kussian leaders more than once have 
spoken and worked for an alliance with Asia against the dom- 
ination of western capitalism. Count Coudenhove-Kalergi, 
on the other hand, warns the western world that it must 
unite because the greatest danger it has to face comes from 
the low standard of living of the Russian and Asiatic peoples. 
As soon as M. Briand made known his ideas, the South- 
American delegates assembled at Geneva last year announced 
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that they would be obliged to form an economic block in 
self-defence; and the Chilean delegate, Sefior Villegas, 
added that it might be “necessary for Latin America to 
appeal for the help of the United States.” Mr. William 
Randolph Hearst, a few months ago, came out as an advocate 
of an alliance between the United States and the British empire 
which should enforce peace upon the world ; while an alliance 
with the British empire, to quote one more suggestion, was 
not long ago also advocated in an article which appeared in 
the official organ of the Pan-European union. To what 
purpose? ‘“ Because,” said the writer, “in close alliance 
with the British empire, Europe could maintain its dominant 
position in the world.” Here is the undiluted spirit of the 
thing. It is the policy of the balance of power which, 
happily shelved in politics, for the time being, the Pan- 
Europeans and their kin would apply to economics. In 
international relations individualism leads, with the fatality of 
a cosmic law, to alliances, and alliances to a struggle for the 
balance of power. Our generation need not be told whither 
the balance of power leads. 

These arguments are so obvious, in the light of political 
experience, that they hardly need any further justification. 
Some reference to the writings and speeches of Pan-European 
leaders will serve, however, to bring out the spirit which 
underlies the movement and the motives in which it has its 
roots. Two of these motives stand out from all others. 
There are many who feel that the progress of Europe is in 
jeopardy: economically, because of the competition of 
America; and socially, because of the disruptive intrusion 
of Bolshevism. The impoverished European nations resent 
having to pay, for many years to come, tribute to America in 
the form of war debts, especially as America has emerged 
enormously enriched out of the war, and as her tariff policy 
makes that repayment more difficult. The ravenous demand 
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for goods after the war and the fall of the currencies enabled 
the European industries to keep going and even to expand. 
But with stabilisation, the competition of the standardised 
American industries has become oppressive, and the in- 
terest on American investments a heavy burden. Since 
1924 the movement towards European cartels has gathered 
momentum; under the guidance of steel magnates like 
M. Loucheur in France, M. Mayrisch, President of the 
Luxemburg steel syndicate, and their German confréres, 
some forty Franco-German cartel agreements, occasionally 
with Belgian participation, are said to have been concluded. 
The persistence of the economic crisis and America’s new 
tariff offensive have created a sentiment that something more 
is needed. In May of last year the Union Douaniére Européenne 
sent to all the economic organisations in France a question- 
naire whose second paragraph ran as follows: “ Are you 
of opinion that an economic understanding between the 
nations of Europe would enable them to resist more effectively 
the growing pressure exercised upon them by the United 
States?” A few days later, a meeting of presidents of the 
French Chambers of Commerce unanimously answered that 
question in the affirmative, and called upon the European 
Governments urgently to “ concert together in order to take 
jointly the necessary measures for defence.” This is language 
unpleasantly reminiscent of the military preparations which 
so often have been demanded on the strength of the doctrine 
that if you want peace you must prepare for war; and the 
atmosphere of an economic war scare is suggested by the 
hysterical titles of many books published especially during 
the last two years. “‘ America Conquers Britain,” “ Who 
will be Master? Europe or America?” are merely speci- 
mens of many others of that kind. 

It will be noticed that the initiative for Pan-Europa comes 
from the countries organised for industrial exports, Germany 
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and France, just as the initiative for Imperial free trade comes 
from Great Britain, and not from the countries exporting 
foodstuffs and raw materials. And it is equally significant 
that these schemes inave taken shape not in the rapture of an 
élan towards peace, as was the case with the League of 
Nations, but rather, like Mitteleuropa, in a time of almost 
desperate economic and social stress. One must add to that 
a general Continental suspicion of the Anglo-Saxon mastery 
of the sea—a sentiment which among Germans is especially 
bitter, because of the war blockade, and which interprets the 
recent Anglo-American naval agreement, as the Zemps put it, 
as an agreement to share that mastery on a more economical 
basis—and one discerns behind Pan-Europa the ghost of 
Napoleon’s Continental League. The only difference is that 
its point is directed rather against America than against 
England, and that Russia is excluded from it. 

With a similar slight difference Pan-Europa recalls in its 
second main purpose another nineteenth century proposal 
for a union of Europe. In a pamphlet published in January 
1856, Cobden urged this country to “appeal not only to 
Germany, but to all the States, small as well as great, of the 
Continent, for such a union as would prevent the possibility 
of any act of hostility from the common enemy.” The form 
of the union was to be a “ federation of the states of Europe,” 
and the common enemy was Russia. Russia never was so 
much the common enemy as since the Bolshevik revolution. 
To everybody who in sentiment or interest is attached to 
the established order of western society, Russia has become an 
utterly alien Asiatic or semi-Asiatic empire, the more dan- 
gerous in that it offers thereby a natural ally to the rising tide 
of Asiatic nationalism. Pan-Europa has from the very first 
been presented as the only effective bulwark against that 
eastern danger. The aim of Pan-Europa, according to 
Kalergi, is “a federation of states and a customs union 
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for the salvation of Europe, of western culture and of the 
white race.” Or again, “the struggle for Pan-Europa is a 
struggle against barbarism.” In such a struggle, the military 
come naturally to the fore. Writing in the official organ of 
the Pan-European Union, the French General Denvignes 
bluntly declares that we must not think of disarming. 
“Because,” he says, “when in future all fighting between 
white people will be regarded as shameful civil war, the era 
of inter-Continental wars, of the struggle between East and 
West, will perhaps begin.... I almost believe it has already 
begun.” And then, in capital letters: “‘ Europeans, prepare 
for resistance: Europeans, Unite!” Behind the second 
main purpose of Pan-Europa thus looms the ghost of the 
Holy Alliance—a Holy Alliance in defence of the divine 
tights not of kings, but of the bourgeoisie. 

In passing one may mention two other factors which, 
playing as they do a decisive part in French foreign policy, 
go a long way to explain M. Briand’s initiative, and also the 
ptiority he gives to political action. One of the bogeys of 
French policy is the possible Amchluss between Austria 
and Germany. To prevent that a dozen schemes have been 
tried by France since the armistice, and Pan-Europa is in this 
respect the latest of them. It is touching to see the most 
hard-boiled nationalist papers in France praising Vienna’s 
cosmopolitanism, and foretelling her a brilliant future as an 
international capital. This explains the generous but discreet 
activities of M. Benes behind the Pan-European scenes. 
Similarly, the endorsement of M. Briand’s plan by M. Tardieu 
and, at first, by M. Poincaré suggests that French politicians 
hope to find in Pan-Europa that rigid and regional form 
of security which they have persistently sought after. The 
negotiations leading to the Kellogg Pact, and the negative 


? Since then the General has written a book to show why France must not disarm— 
use the Germans are “‘ barbarians at heart.” 
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character of that document, have made them realise that the 
Anglo-Saxon outlook is congenitally alien to that form of 
security, and therefore a drag on the development of European 
schemes. Pan-Europa is, in that sense, but the Geneva 
Protocol again, freed from its less militant attachments. 

The core of the Pan-European scheme, therefore, consists 
of certain economic aspirations, to be surrounded with a 
protective shell against the competitive and the envious. 
Mercantile and military interests in a weakened and im- 
poverished Europe feel the need for coalition, with a common 
policy and, therefore, some form of central authority. One 
finds in this the material basis of the national movements 
of the nineteenth century again; but where are the senti- 
mental imponderabilia which gave them the wings of popular 
support ? The advocates of Pan-Europa are aware of that de- 
ficiency and are theretore at pains to mobilise real or imaginary 
fears and hopes and prejudices in the service of their policy. 
For while the United States of America form a conscious 
political unit, and the British empire is held together by the 
bonds of common origin and tradition, Pan-Europa has 
nothing very solid to build upon. The medieval sense of 
unity is a thing of the past ; the sentiment which inspired the 
national movements of the last century was rather one of 
differences from and with the immediate neighbours. To 
integrate these divided nations into a new Continental 
nationalism, two elements are needed above all: first a sense 
of common outer danger, and then a sense of inner community. 
As to the first, a somewhat blunt disciple of Pan-Europa, the 
President of the Union of Rumanian Chambers of Commerce, 
declares, paraphrasing a famous saying, that “if such a 
danger did not exist, it would have to be created.” But the 
danger is there: America on one side and Bolshevism on 
the other. The second element is to be nothing less than a 
“European soul,” as Kalergi puts it, which, according 
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to him, is emphatically different from the “‘ American soul.” 
“ The cultural goal of Pan-Europa,” he says, “ is to make the 
European race conscious of its western nationality.” (“ Die 
Selbsterkenntniss der europdischen Rasse als abendlandische 
Nation.”) And that discovery of a western nationality and 
of a European race is completed by a claim to a European 
spirit, or even religion. A recent German book bears the 
title: “ The Self-Recognition of Europe through Nietzsche ” 
(“ Die Selbstbesinnung Europas Durch Nietzsche ”); while 
a French book, from the pen of a high French civil official, 
exalts “La Divinité de Frédéric Nietzsche: germe d’une 
Religion d’Europe.” 

This choice of a patron saint is not without significance 
for the meaning of these outbursts, which, however in- 
dividual, are none-the-less symptomatic. Having passed 
through the pessimism of Spengler, many Europeans are 
seeking redemption through Nietzsche’s commandment to 
“live dangerously.”  “ Self-recognition,” “ self-regenera- 
tion,” etc., appear so insistently in the new writings as to 
indicate an almost morbid inferiority complex. They make 
us apprehend one of the deepest if less tangible effects of the 
war—the awakening of Europe to the fact that she no longer 
holds the leadership of the world. Hitherto she had always 
gone out to conquer. The barbarian and Turkish invasions 
were mere interludes ; they could not stop the expansion of 
European power, politically and economically, across all 
the five continents. But in the last war, for the first time, all 
the Continents and all the races—white, black and yellow— 
have invaded the soil of Europe, taking away with them 
from that experience a new sense of self-reliance, while 
leaving the old Continent with a crumpled reputation and 
exhausted resources. The radius of its influence has been 
hemmed in; thousands of able civil and military officials, 
trained to rule vast dependencies, have been thrown out of 
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work. The spiritual and intellectual reserves of Europe are 
still too proud and strong to submit to such a fall with 
equanimity. If European hegemony is a thing of the past, 
she at least aspires to equality with the great outside units, 
the British empire and the United States. There is visible 
in this all the potential elements—economic, political and 
emotional—which might go to the making of a European 
nationalism. The Pan-European movement is trying to 
shape and to organise it. 


V. 

Enough has been said to show how deep is the gap that 
separates the idea of Pan-Europa from that of an all-inclusive 
league of nations. The contrast is most striking indeed where 
the two ideas appear to be most alike; as it is when this 
latest scheme is placed side by side with earlier schemes for a 
European union. When these were put forward in the past, 
Europe was in effect the political stage of the whole world. 
Any widening of international activities then meant the 
extension of European interests, and of the European system, 
to dependencies across the seas; moreover, economic 
relations were as yet embryonic—as seen in the absence of 
economic considerations from those schemes—and the means 
of communications clumsy, so that the exchange of goods 
and of ideas was limited, and Europe was, and felt, much 
of a unit vis-d-ris a vast exotic outer world. Since then, 
however, most of those dependencies have emancipated 
themselves, and some of them are politically and economically 
among the leading powers; and that development, though 
generally starting from an ambition to be self-sufficient, has, 
in fact, created an ever greater and varied interdependence of 
all peoples and lands. What, therefore, might have amounted 
almost to a complete international system, if the plans of 
William Penn or of the Abbé de Saint Pierre, of Kant or of 


474 











lab 
vel 
wit 
cor 


wh 
rev 
the 
rer 
tert 
self 
exis 
con 














PAN-EUROPA—A HOPE OR A DANGER? 


Alexander I., had been adopted when they were made,would 
in our time mean rather the cutting up of a yet inarticulate 
but living world system. 


To that a Pan-European would probably retort with the 
argument, often used by them, that a league of nations skips 
a stage in the political evolution of the world. “ Just as the 
idea of national unity was a postulate of the nineteenth 
century,” says Kalergi, “so is the idea of continental unity 
a postulate of the twentieth century.” The analogy is 
more significant than valid. None of the continents has that 
unity of type and purpose which drew men of one nation 
together. Only in the economic field does the analogy hold 
good at all. Like the nationalist movements, those for 
Pan-Europa and for imperial free trade are carried primarily 
by those economic interests which aspire to have under their 
control the largest possible enclosed market; in alliance 
with those professional interests which would be called upon 
to rule and to guard it. That is why the notion really fits the 
British empire more easily, though its parts be scattered over 
all the continents; and no doubt also why leaders of the 
labour movement, headed by the experienced MM. Vander- 
velde and Leon Blum, have received M. Briand’s proposal 
with deep suspicion, notwithstanding their Marxist bias for 
concentration. 


The real significance of Kalergi’s analogy lies less in 
what it claims about the trend of history than in what it 
reveals about the mind of the Pan-Europeans. Whatever 
their reasons, it is clear that, like the imperial crusaders, they 
remain attached to the individualist idea of the state, as a 
tertitorially closed, politically sovereign and economically 
self-sufficient unit. In so far as they have to admit the 
exiguity of existing limits they merely wish to stretch that 
conception, but not to go beyond it. When one considers 
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that all these new plans are being put forward by Conser- 
vative groups, it does not seem unnatural that they should 
ignore the emergence, on the current of egalitarian and 
universalist sentiment, of a functional structure of political 
authority. That development is commonplace enough in the 
national sphere, in which the state is resigning daily some of 
its old authoritarian traits and assuming fresh “ service” 
functions; yet its progress is even more striking in the 
international sphere, where it has grown without the backbone 
of a stable authority and, therefore, so conclusively out of 
general needs. In the present state of the world, relations 
between independent states must, in fact, be organised on 
functional rather than on territorial lines ; while the need for 
it leaps to the mind when one thinks merely of how flying 
and wireless have, so to speak, obliterated the limits of 
effective territorial control. From that point of view a league 
of nations is merely the necessary agency for the continuous 
and systematic adjustment of such international functions. 
Between the conception of a universal league and that of 
continental unions there is, therefore, a difference not merely 
of degree but of essence. The one would proceed in the old 
way by a definition of territory, the other by a definition of 
functions ; and while the unions would define their serritory 
as a means of differentiating between members and outsiders, 
a league would select and define functions for the contrary 
purpose of éntegrating with regard to them the interests of all. 
The two ideas could never have been thought to move in the 
same plane were it not that political terms are so equivocal. 
Both ideas are championed in the name of free trade and of 
peace among nations, of mutual aid and the primacy of 
general interests. But is not the essential virtue of those 
principles bound up with their universal application ? If the 
coiner of the ten commandments had qualified them—by 
adding, “‘ Thou shall not steal within thy city,” and so on— 
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would these great ethical principles not have been reduced 
to the level of parochial rules of conduct, their very limitation 
implying that a different moral code ruled beyond the 
bounds ? That is precisely the fundamental change at which 
any effective international system must aim: to make inter- 
national rules and control co-extensive with international 
activities. In that way alone will be set up among nations 
an order of genuine equality, based upon positive rights and 
duties, in lieu of the present legal fiction which only arms 
canenforce. That is the basis upon which the League works. 
Rules and conventions devised by it are optional, but they 
are open for acceptance to all members, and even to outsiders, 
on equal terms. When the League considered the idea of 
regional groups, as in the Geneva Protocol, it was specifically 
laid down that regional pacts must be open to all who might 
wish to join them. Here again the apparent affinity only 
serves to bring into relief the profound disparity between the 
two conceptions. Both systems use the idea of regional 
groups. But in the League they are a means for devolution, 
in the other a means for exclusion. In a league system the 
members owe respect solely to universal principles, in the 
other rather to a sectional code, with perforce as motto: 
“ Pan-Europa, right or wrong!” Only the utmost confusion 
of values could, therefore, think of turning these Pan-unions 
into limbs of the League. Such a double allegiance would, 
in effect, reproduce the conditions which existed before the 
wat, when the division of the Powers into Triple Alliance 
and Triple Entente never allowed the Concert of Europe to 
become a reality—denying it most, as in July 1914, when the 
friction between them was most acute. 

Count Coudenhove-Kalergi had a fleeting intuition of the 
truth when he wrote that “the Pan-European movement 
is not a movement for world peace but for union, similar 
to the movements for German and Italian union in the 
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nineteenth century. These movements for union were in- 
wardly also movements tor peace.” But outwardly? Inter- 
national economics and politics can no longer be divided 
into watertight compartments, and far from resenting it, we 
use all our ingenuity to further the process of interchange. 
Indeed, none ate more active in this than those economic 
factions which—on the Continent, in England, in America— 
are at the same time demanding to be protected from the 
rest of the world. In this paradox lies the answer to the 
question put in the title. Pan-Europa, Imperial Crusade, 
American isolation—they all and equally are the last ditch 
of the old doctrine of sovereignty, which taught that, for a 
nation, the ultimate test of law and morals lay in an enclosed 
territory and not in a universal principle. To widen the 
territory is merely to “ rationalise” nationalism. Its size in 
no way affects the fact that to isolate a region politically is 
tantamount to claiming for it immunity from the fundamental 
rules of conduct which man, at his greatest, has proclaimed 
in his ethics and religions. As a philosophy of international 
society, therefore, those ideas hardly go beyond that which 
has prevailed since the creation ot the sovereign national states. 
And, whatever man’s professions, his practice rarely excels 
the law he accepts. 
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SOME QUESTIONS ABOUT 
FREE TRADE 
By E. D. Stwon, M.P. 


T a meeting of the Liberal Summer School held 
in August last I asked Sir Walter Layton whether 
he still adhered to an answer he had given mea 
few years ago, to the effect that if I bought an 

American instead of an English car, it would make no 
difference to employment in England. 

Sir Walter has not yet given any clear reply to the question. 
Mr. Ramsay Muir sternly reproved me for daring to raise 
any doubts as to the permanent and perfect truth of the 
classical case for Free Trade. Mr. Keynes more gently 
admonished me for being stupid enough to believe anything 
so obviously absurd as Sir Walter’s reply “ even for the time 
it takes to buy a car.” 

In view of the astonishing differences of opinion between 
such high authorities, I am glad of this opportunity of stating 
more fully my doubts as to the full validity of the classical 
case for Free Trade under present conditions, and of urging 
the importance of fresh and open-minded inquiry into the 
whole subject. 

The mass of the voters, including all those who vote 
Conservative, and probably half those who vote Liberal or 
Labour, profoundly alarmed about the disastrous unemploy- 
ment and the serious state of British industry, are, I believe, 
ready to vote for some form of Protection, which they regard 
as the only political remedy offered to them. And, what is 
much more dangerous, the leaders of thought—the serious 
students of these complex affairs, most of them life-long 
Free Traders—are agreed that conditions have fundamentally 
changed; though they are far from agreeing what these 
changes mean or what are the right policies to adopt. 
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Free Trade is doomed unless the leaders of thought, and 
after them the public, can be brought to believe that it is 
still the right policy, in spite of all these changes. And the 
only hope of achieving this is for those who believe in Free 
Trade to drop all dogmatism, to re-investigate the whole 
problem with fresh and open minds. I believe that a favour- 
able verdict from such an inquiry, carried out by a weighty 
and impartial body, is the only hope of avoiding some form 
of Protection, and quite possibly a foolish and dangerous 
form of Protection, within a very short time. 

Personally, I have always been a Free Trader, my every 
instinct is on the side of Free Trade. I believe that Free Trade 
between nations tends to strengthen world peace ; I believe 
that competition is good for industry ; I believe in the lowest 
ptices for the consumer, and I hate the idea of the lobbying 
by powerful vested interests, and the resulting demoralisation 
of Parliament, that Protection generally involves. But the 
strongest practical argument for Free Trade has always been 
that it was to the interest of the consumer; that Free Trade 
led to the highest standard of living for the mass of the people. 
Is this still true ? Does Free Trade tend to the fullest eniploy- 
ment and highest standard of living for the people of Great 
Britain here and now? Or is it possible that some form of 
Protection might give better results, at least for the time 
being ? And if so, are these advantages sufficient to outweigh 
the long range disadvantages inherent in Protection ? 

Those are the questions which I propose shortly to con- 
sider. 


I. THe Crasstcat CAsE. 


The classical case for Free Trade postulated that out 
industry was always able to make certain goods better and 
more cheaply than anybody else, so that it was always able 
to employ the whole of our labour on making such goods. 
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SOME QUESTIONS ABOUT FREE TRADE 


If somebody drove us out of the market for a certain class of 
goods, we turned over to something else. No doubt the 
change might be unpleasant, but it was the price of efficiency. 
Protection bolstered up inefficiency ; Free Trade was the one 
and only certain means of keeping our industry up to the 
mark and of ensuring that it should always be engaged on 
manufacturing exactly those goods which we could make 
most efficiently. 

In these circumstances, Protection could clearly not in- 
crease the total employment, because everybody was em- 
ployed; it could only change the direction of employment ; 
and as we were already doing what we were best able to do, 
could only change it by forcing us to manufacture something 
which we could do less well. 

Further, it was absurd to keep out imports, because they 
can only be paid for by exports: Protection must reduce 
imports and therefore also reduce exports. 

This is, I hope, a fair summary of the pre-war case for 
Free Trade. It certainly represents the reason why I was a 
Free Trader; and I still believe it to be true and entirely 
convincing, on one assumption: that there is no permanent 
surplus of unemployed labour. 

There was, of course, unemployment before the war, but 
it was due to special causes, seasonal and cyclical fluctuations, 
bad methods of engaging labour, etc. But, during the boom 
periods, which recurred about every seven years, all available 
labour was employed; there was an unsatisfied demand 
for labour. 

The new and alarming feature of the present situation is 
the disappearance of the boom—for eight years now we have 
had over a million unemployed, and, so far from prospects of 
improvement, we are now apparently in the early stage of a 
world depression. We must face the hard fact that we have 
in this country for the first time a definite surplus of labour 
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which under present industrial conditions we have no 
prospect of employing. 

One very serious aspect of the position is the condition 
of our export trade. 

I happen to be engaged myself in exporting—or trying 
to export—certain types of machinery in keen competition 
with foreign firms. I have, therefore, naturally followed 
this business with special care. 

The figures of exports of machinery (excluding motor 
cars) for the years 1925 and 1929 are as follows'—in millions 
of pounds. 


1925 1929 Increase 
United Kingdom. 64 .. 68 .. 6 percent. 
U.S.A. as w= Bw Ds BS « 
Germany .. .. 56 .. 103 .. 83 ,, 


198 .. 300 «.. §F 5 

The only satisfactory feature of these figures is that we 
have managed slightly to increase our exports, but only by 
6 per cent., while the United States exports, in spite of much 
higher wages, have increased by 65 per cent.; and German 
exports by no less than 83 per cent. The world market for 
the three countries increased in the four years by 102 millions ; 
of this, Germany secured 47 millions, the United States 51 
millions, and the United Kingdom a beggarly 4 millions. 

The picture is a black one. There is no space to go into 
the reasons here: broadly, America is defeating us by mass 


production methods developed in her unrivalled home | 
markets; Germany by a combination of circumstances, | 
nearly all to her advantage ; and, on the top of these, wages | 
| Tod 


30 per cent. below ours. I do not believe that we can hope 
to compete with Germany on these terms ; until we get about 


1 Board of Trade figures See Hansard, July 14th, 1930. 
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the same wage level in both countries we shall continue to 
lose trade to her. 

But machinery is only one example of the general tendency 
of our export trades. We have lost nearly 20 per cent. in 
volume of our pre-war exports, while our imports have 
increased by the same percentage. 

The new position we have to face is, therefore, this: 
our export trade is, in the words of the woollen employers, 
“bleeding to death”; we are losing our share of the world 
matkets; our home trade cannot absorb the labour no 
longer required for exports. We have, therefore, a permanent 
surplus of labour which we cannot employ. 

This raises serious doubts about the classical arguments 
for Free Trade. We have to consider afresh whether under 
these conditions of surplus labour, Free Trade is still the right 
policy. In the old days, Protection could only change the 
direction of employment. What we have to ask ourselves 
now is: 

(2) Can Protection increase employment in home in- 

dustries ? 

(4) Can it do this without damaging, or even so as to 

help, export industries ? 

(¢) Will it lower the standard ot living of the workers ; 

and if so, is it worth such a sacrifice in order to get 
increased employment ? 


II. THe Sacrep EquarIon. 


In the first place, it is obvious that the “ safeguarding ” 
of an individual industry in an otherwise Free Trade country, 
must put the home producer in a stronger competitive 


| Position and enable him to give increased employment. 


To deny this is the kind of outrageous nonsense by which 
some of the most “ religious” Free Traders offend the 
commonsense of the country, and do so much to damage the 


483 








THE POLITICAL QUARTERLY 


cause of Free Trade. The true Free Trade answer to “ safe. 
guarding ” is, of course, that the price of the safeguarded 
goods will increase, and, therefore, will, indirectly, affect 
purchasing power and employment in other industries. 

But the basic argument against Protection, the argument 
by which Free Trade must stand or fall, is the “ sacred” 
equation, that imports are equal to exports, that, therefore, 
the more we import the more we export, and that any barriers 
against imports are equally barriers against exports. 

Our exports (including all exports, goods or services, 
visible or invisible) are sold to some foreigner who owes us 
their value. We, therefore, get the equation 

E (exports) =FC (foreign credits) 
In exactly the same way we have 
I (imports) =FD (foreign debits) 
On combining the two 
I =E+FD - FC 


of, more shortly 
I =E +C (change in foreign credits) 


This is not only invariably true for any given period, but 
is clearly nothing more than a platitude, which every sensible 
man accepts, whether he be Protectionist or Free Trader. 
The differences begin when we make deductions from this 
apparently simple equation. 

The religious Free Trader feels justified in deducing, 
“ Take care of the imports, and the exports will take care of 
themselves ”—or, more shortly, “ Imports govern exports”: 


a demonstrable and glaring non sequitur from the equation. | 


Consider the simple case of Russia. Russia is desperately 
anxious to import large quantities of goods for her five-year 
programme. According to this theory, she has only to place 
the orders and import the goods, and automatically goods 
will be exported to pay for them. Everybody knows that 
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SOME QUESTIONS ABOUT FREE TRADE 


this is the reverse of the truth ; her power to import depends 
on two things: the amount she can export and the amount 
of foreign credit she can get. In the world as it is to-day, with 
limited markets and overproduction everywhere, it is clear 
that, not only in Russia, but everywhere else, it is nonsense 
to say that imports govern exports, but true that the power to 
export p/us the power to borrow abroad represents the 
maximum that a country can import, or, more shortly, that 
exports and foreign credits govern imports. 

Let us consider now how the equation worked out for 
the United Kingdom for 1928—the last year for which 
figures are available (ignoring for the moment foreign 
investments). Very roughly the figures were as follows : 

Imports were £1,100 millions, exports £900 millions. 
We have, therefore, what we will call the post-war equation : 


(i.) I (1,100) = E (g00) + C (200). 


This means that as our total imports exceeded our total 
exports by £200 millions, our foreign credits were decreased 
by that amount—in the usual phrase, we had an unfavourable 
trade balance. 

But if we had either lived more abstemiously, or manu- 
factured another £200 millions worth of goods at home, we 
might have reduced our imports to £900 millions, and there 
is no reason why this should in any way have affected our 
exports. We should then have had an exact balance between 
imports and exports, and no change in foreign credits. 

And we might have gone further, if by increased efficiency 
we had managed to induce the world to buy another £200 
millions of our goods, increasing our exports to £1,100 
millions, while still content with £900 millions of imports. 
Then we should have had the following equation, the pre-war 
ot favourable trade balance type of equation : 


(ii.) I (900) = E (1100) — C (200). 
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and we should have increased our foreign credits during the 
year, as our fathers did in pre-war days. 

All these equations ignore our foreign investments, 
from which we have an income of nearly £300 millions, 
This adds £300 millions to our invisible exports, so that 
really the 1928 equation is as follows: 

I (1100) = E (1200) — C (100) 
that is to say, the income from our foreign investments turned 


an unfavourable into a tavourable trade balance; we were 


living on the income of our fathers’ savings to the extent of 
£200 millions ; we saved and re-invested abroad the remaining 
portion of the income of their investments amounting to 
£100 millions. 

The equation means, therefore, not that imports are equal 
to exports, but that the relation between the two is flexible to 
the extent of the variation of our total foreign credits. The 
question is to what extent and over what periods the total 
of our foreign credits is likely to vary. This is a matter of 
considerable difficulty; roughly speaking, credits can be 
divided into two things—short term credits and long term 
credits or investments. Short term credits are the balancing 
factor under our existing system; minute variations in the 
foreign exchanges result in the movement of gold and of 
discount rates, and so automatically adjust short term credits 
to the requirements of the situation. The whole matter is 
much too complex and lengthy to go into here, but it would 
seem to be reasonably possible that we might increase out 


foreign credits by, say, £200 millions a year; it is certainly | 


easily possible to decrease them by £200 millions a year. 


There seems, therefore, to be no reason why expotts | 


should not be either £200 millions a year more or {£200 
millions a year less than our imports and why this difference 
should not continue for an indefinite period. 
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SOME QUESTIONS ABOUT FREE TRADE 


Ill. Can Protection INCREASE EMPLOYMENT ? 


The broad conclusions from this argument would seem 

to be as follows : 

(1) That the volume of our exports is determined by our 
power to persuade toreigners to buy. 

(2) That the volume of our imports is limited by our 
power to export, plus our foreign credits and the 
income from them. 

(3) That our imports may for an indefinite period be either 
£200 millions more or £200 millions less each year 
than our exports. 

In other words, the true form of the equation for this 

country, for, say, the next generation, is probably : 


I = E+ 200. 


Let us now consider how all this affects Sir Walter Layton’s 
view about my purchase of an American car. Let us assume 
that the car cost £500, and that the English and American 
cars were equally good, but that I bought the American 
because I liked the shape of the bonnet. 

If I had bought the English car, I should have given 
immediate employment to, roughly, two men fora year. As I 
preferred the American car, I gave employment to two 
Americans, and increased the foreign credits of U.S.A. by 
£500, decreasing our own by the same amount. Sir Walter 
Layton suggests that the inevitable result of this transaction 
is that some individual foreigner will purchase £500 worth 
of goods in England, and implies that he will do so at once, 
thereby giving the same amount of employment in England 
as if I had purchased my car there in the first instance. 

If my conclusions about the equation are true, then Sir 
Walter’s answer is incorrect. The effect of my purchase of a 
Studebaker car may be either an increase in exports or a 
decrease in foreign credits. Suppose that I paid for my car 
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by selling £500 worth of American stocks, surely then the 
effect would be simply a decrease in our foreign credits, and 
I can imagine no reason why that should ever or in any way 
stimulate an export from this country. 


While I believe it to be undoubtedly true in the case of an 
individual transaction of this kind that the employment given 
by the order may be permanently lost to this country, there 
are two qualifications when we consider the massed effect of 
such transactions on a large scale. In the first place, the 
conclusion is subject to our foreign exchanges remaining 
unaffected. It is, of course, true that if we import too much 
and export too little, the exchange will go against us, so 
increasing the cost to us of imports and cheapening exports, 
with the result that exports would increase. In this way, 
and if carried to this extent, increased imports would lead 
directly to increased exports. But we took the decisive step 
of putting our foreign exchanges on a gold basis in 1925, and 
I assume that we intend, and shall be able, to maintain them. 


The second qualification is that if we purchase greatly 
increased quantities of goods from a foreign country, we 
undoubtedly do, by helping the exports of that country, in- 
crease their purchasing power, and some portion of this 
increased purchasing power should result in increased pur- 
chases from the United Kingdom. But this argument cannot 
be stressed too far. 

Assuming then that our exchanges remain on a gold basis, 
the main effect of my American purchase has been to transfer 
employment from this country to America and to reduce our 
foreign credits by {500. 

There is another important aspect of my American 
purchase. American foreign credits are nowadays being 
freely used to buy up public utility companies in South 
America; once bought, all future orders from these com- 
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SOME QUESTIONS ABOUT FREE TRADE 


panies go automatically to the U.S.A., giving them a reserved 
market in which they get excellent prices, and depriving us 
of any chance of further orders, however good and cheap 
our products. So that the purchase of American cars by 
Englishmen, by weakening our foreign credits and strengthen- 
ing American foreign credits, may directly help America and 
hinder British future exports. 

This is not a fancy picture: the orders of foreign public 
utility companies are of the first importance to our machinery 
export trade, and are certainly being diminished by American 
financial control. If Americans were to purchase the Argen- 
tine railways it would be a major disaster to our machinery 
export trade. 

To sum up: there can be no doubt that Protection applied 
to manufactured goods, must in the short run increase 
employment in this country and reduce imports. It will, of 
course, also have the effect of putting up prices, which will 
tend to reduce employment in the export trades, but I am 
considering the matter tor the moment from the point of 
view of the import-export equation. Let us assume that 
Protection of manufactured goods reduces imports by {100 
millions. We can then do one of two things, either save 
and invest an additional £100 millions abroad, or import other 
goods to this extent. In other words, Protection may either 
reduce imports or change the character of imports. It is 
quite probably not desirable greatly to increase our foreign 
investments at the present time, and our object should 
therefore apparently be to change the type of the imports. 
If, for instance, we could keep out manufactured goods to a 
large extent and import such things as oranges and bananas in 
large masses, which are greatly needed by slum dwellers, then 
the change would be very much to the good. 

It is with great diffidence that I differ from so eminent 
an authority as Sir Walter Layton on this matter; I will, 
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therefore, put what seem-to me the conclusions of my 
argument in the form of questions. 

Is it true to say that the effects of my purchase in 1926 of 
an American car for £500 instead of a British car, are as 
follows : 

(1) That my car has not been paid for by increased British 
exports, and may never be, so long as the exchanges 
remain stable ? 

(2) That two men have been unemployed for about a 
year in this country who would otherwise have been 
employed ? 

(3) That the effect of a large mass of similar transactions 
on future exports may be partly bad and partly good, 
but is exceedingly difficult to forecast ? 


IV. A ReEvENUE TAx. 


There is another new factor which is at the present time 
of first-class importance: the state of the national revenue. 
Personally, I have always believed in the greatest practicable 
degree of economic equality, and the highest standard of 
living for the mass of the people as the supreme aim of 
economic politics. I have, therefore, favoured the fullest 
use of taxation for this purpose, by increasing the direct 
taxation of the rich, and reducing indirect taxation, which 
falls so heavily on the poor. 

But the present unprecedented depression in industry 
raises in an acute form the question as to whether direct 
taxation has not—at least for the moment—reached its safe 
limits, and whether any increase in the next two or three 
budgets might not so far increase the industrial depression, 
by causing loss of confidence, by driving the rich rentier to 
live abroad, and in many other ways, as to be really dan- 
gerous? It is impossible to discuss this matter here, but it 
is at least possible that further taxation of the rich at this 
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SOME QUESTIONS ABOUT FREE TRADE 


juncture would decrease the national income so much as to 
be definitely harmful to the standard of living of the workers. 

In view of these facts: the extreme industrial depression, 
the excessive unemployment, and the serious state of the 
national revenue, I suggested at Oxford for consideration a 
revenue tax of ten per cent. on all imports except raw materials 
(but including foodstuffs), for a temporary period of, say, 
three years. 

The principal effects of such a tax would be :— 

(1) A revenue of some 70-80 million pounds. 

(2) To put up the wholesale prices of various goods by 
varying amounts up to a maximum of ten per cent. This 
would, of course, help home industries, and particularly 
agriculture. At the same time the corresponding rise of 
retail prices would to some extent reduce the real income of 
the wage earner and of the rentier. But, if the tax was tem- 
porary, this might not amount to much, in view of the lag 
between wholesale and retail prices. 

(3) To keep out some manufactured goods, and so to give 
increased employment here. If goods were kept out to the 
extent of {100 millions, this would reduce the income to the 
exchequer from £80 millions to £70 millions, and would 
give employment to, say, 400,000 persons. Is this a probable 
result ? Or would it need a higher tax? Or is such a result 
not possible ? 

What would be the effect on the export trade? So far 
as home prices or wages were increased, it would, of course, 
be wholly bad. But much would depend on the use made 
of the income. If, say, half of this were used in some form to 
help the export trade, it would more than compensate for 
any increased costs. This could be done in various ways ; 
the sum available after allowing for the needs of the exchequer 
might be about five per cent. on the value of all our exports, 
so that very substantial help could be given. It might be 
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possible to say quite simply, that for special reasons we are 
imposing this ten per cent. tax on imports for three years, 
that this will tend to damage our export trade, and that to 
prevent this there shall be a five per cent. subsidy on all 
exports for that period. 

May I emphasise again that this revenue import tax is 
only suggested for consideration as a temporary measure, 
limited to the present period of severe depression? It has 
the advantage of being a flat rate tax, and, therefore, not 
opening the door to all the evils of Parliamentary lobbying. 
Though, even so, there would be constant pressure to reduce 
food taxes, and to increase the taxes on manufactured goods. 
It has been suggested with some force that no Chancellor of 
the Exchequer could be trusted to impose and carry through 
a tax on these lines, with the single exception of Mr. Snowden ! 


V. CONCLUSION. 


Before concluding, it seems necessary to point out how 
far we have already departed from the principles of Free 
Trade. The basic principle of Free Trade is that the best 
results are obtained by “ the free play of economic forces ” ; 
that enlightened self-interest, stimulated and controlled by 
competition, will provide most cheaply and abundantly the 
goods the community needs, and will, in the long run, 
contribute to the greatest happiness of the greater number. 

But nobody really believes this nowadays. In all kinds of 
ways uncontrolled industry has had effects which are held 
to be socially undesirable, and the Government, under 
pressure of public opinion, has, in case after case, interfered 
with the free play of economic forces by conscious and de- 
liberate control. 

It is not possible in this article even to sketch the steady 
growth of Government interference with the free play of 
economic forces during the last century. Everybody knows 
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that during the war conscious direction of industry from 
above in the essential trades almost entirely replaced the old 
competitive system. But it is not generally realised how far 
the control of industry by the Government has been carried 
since the war. For instance, at least {500 millions has been 
spent on building working-class houses which would never 
have been built under the free play of economic forces. 
Again, the Coal Mines Act gives statutory sanction to cartels, 
limiting output, fixing prices, and making compulsory levies 
to subsidise exports. 

The new Agricultural Bill of the Government is still 
more surprising. It proposes to limit the production of 
certain products by British farmers, while allowing free 
imports of the same goods to continue! Surely this is 
carrying belief in the sacredness of Free Trade a long way : 
compulsory limitation of output for the British farmer ; 
complete freedom of output and of sending into our market 
for the foreign farmer across the border, who is paying 
much lower wages than we do. 


But the Liberal proposals for national development to 
absorb a million unemployed, represent perhaps the boldest 
and largest scale proposal yet made for the deliberate direction 
of the employment of capital and labour. 


This question of the steady and rapid replacement of the 
free play of competitive forces by the conscious control of 
industry is a very big one which can only be glanced at in an 
article of this sort. It is, however, essential to bear it in 
mind in coming to any conclusions on the broad questions 
of freedom of trade. 


To sum up, the outstanding fact in our economic situation 
is that we have to-day, for the first time in the history of this 
country, a continuing surplus of labour for which we cannot 
find employment. 
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There are two schools of thought as to how this surplus 
labour should be absorbed. Some think that the unemploy- 
ment is due to the loss of our export trade and that we should 
concentrate on regaining this trade. The loss of this trade 
is certainly not due to our Free Trade system. It is due 
largely to world conditions and partly to our cost of pro- 
duction being too high. Whatever the proper remedy is 
it certainly cannot be cured by any system of Protection. 

The other school of thought holds that we cannot hope 
to regain our pre-war volume of export trade, and that we 
must expand employment for home trade. I have tried to 
show in this article that, under present-day conditions, it 
seems possible that some suitable form of Protection might 
increase employment for the home market without damaging 
our export trade. 

If, on investigation, this should prove to be correct, then 
there would be definite advantages in a temporary revenue 
tariff, on the lines suggested in this article, to help to tide 
over the present crisis. But, before coming to any conclusion, 
the Government should weigh very carefully these temporary 
advantages against the certain disadvantage of abandoning 
our Free Trade system. World Free Trade is undoubtedly 
the right system for world peace and progress. And, as a 
Member of Parliament, I already feel that the chief difficulty 
of Parliament is to resist the pressure of organised sectional 
interests seeking their own advantage. There would be a 
gtave danger that even a revenue tariff would tend to create 
new and immensely powerful interests, which would go far 
to undermine the independence of Parliament. 

My present feeling is that an impartial inquiry into this 
matter would come to the broad conclusion that, in the long 
run, it is of great importance to maintain the Free Trade 
system of this country ; that, on the other hand, in the present 
crisis there would be considerable advantages in some tem- 
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poraty departure from the system of Free imports. The 
main difficulty would be to weigh the relative advantages of 
these two great considerations and come to a wise con- 
clusion on them. 

I have written this article rather in the spirit of a devil’s 
advocate. The man in the street, and even the intelligent 
and experienced business man, is getting desperate about the 
position of British industry, and is beginning to believe that 
Protection is the remedy for unemployment. Dogmatic and 
sweeping restatements of the old case for Free Trade are not 
enough. It is essential that Free Traders should show that 
they appreciate the new situation, and that they should fairly 
and squarely meet the difficulties. The whole matter is so 
complex that only the ablest economists have any chance of 
predicting the probable result of any line of action with any 
probability ot the forecast being right. Expectations have been 
aroused that Protection will restore prosperity to industry 
and do all kinds of things which it quite obviously and cer- 
tainly cannot do. There is grave danger of wild and dan- 
gerous forms of Protection unless Free Traders, led by Free 
Trade economists, can prove their case. That is why I believe 
it to be of such outstanding importance that there should be 
an authoritative and impartial enquiry into the whole subject. 
If I may conclude with one further question—is not this 
exactly the kind of problem that could be best dealt with by 
the Economic Advisory Council, which has all the resources 
of the Government departments at its disposal ? 
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OUGHT THE ESTABLISHMENT TO 
BE MAINTAINED ? 


By THe RiGut REVEREND HERBERT HENSLEY HENson, 
Bishop of Durham 


I. 
HE relations of Church and State in England, 
conveniently described as “the Establishment,” 
have now become so unsatisfactory, that “all sorts 
and conditions of men” are at one in thinking 
- that they cannot rightly or wisely be suffered to remain 
unchanged. There is difference of opinion among English 
Churchmen as to the measure and character of the changes 
that ate requisite, but none as to the necessity of changes 
that are so considerable and far-extending that they may well 
seem to be incompatible with the continuance of the Estab- 
lishment itself. The two Archbishops are understood to 
be engaged in constituting a Commission which shall review 
the existing relations of Church and State with the express 
object of making suggestions for “‘ mending or ending” 
them. For, indeed, it is apparent that the Establishment 
has in part ceased to function, and that even in the limited 
area in which it still functions, it does so with increasing 
friction and difficulty. Nor is the reason obscure or disputed. 
The system is plainly obsolete, as well because the assumptions 
on which it rests have for the most part lost validity, as 
because the new factors, social, political and ecclesiastical, 
which dominate the present situation, can by no possibility 
be brought into harmony with its provision. The Establish- 
ment assumes the identity of Church and State. The one is 
truly national because the other is confessedly Christian. 
But this identity has notoriously come to be fictional. The 
Nation has so outgrown the National Church that but a 
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OUGHT THE ESTABLISHMENT TO BE MAINTAINED? 


fraction of its citizens now acknowledges membership therein. 
All lesser dissidences are gathered up in that broad and 
vital difference. 

Establishment was the logical consequence of Conversion : 
and since, before the triumph of modern democracy, the 
Nation was identified with its Ruler, the Ruler’s conversion 
determined the Nation’s religion. Of course this national 
religion based on the Ruler’s will was at all times embarrassed 
by a vast amount of individual repudiation: and certainly 
it has never at any time been more than a very rough 
approximation to the actual beliefs of the people. Still, so 
long as the identification of Sovereign and People could be 
assumed, there was sufficient truth in the old legal doctrine 
which prevailed in the Middle Ages, and survived the 
Reformation, cujus regio ejus religio, as to provide a sufficient 
basis for the organization of the Church. The Nation was 
legally Christian ; the Church was legally National, because 
both Nation and Church acknowledged the supreme authority 
of the same Monarch, and he was professedly Christian, 
“the Lord’s Anointed.” So long as the effective unity of 
Western Christendom continued, Christianity was one and 
the same everywhere, and the Monarchs not less than their 
subjects were members of the one Catholic Church whose 
tuler was the Roman Pope, but with the Reformation came 
the disruption of Christendom, and the door was opened for 
monarchical individualism in the religious sphere. The 
triumph of nationalism expressed itself in many directions, 
and in none more notably than in the organization of 
independent national churches. Medieval territorialism was 
perpetuated in the new systems, and religious persecution, 
which was its logical consequence, acquired a new and more 
monstrous character. In England, where the Reformation 
was effected by the national authorities, the process is most 
easily traced. The type of national Christianity varied with 
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the preference of the Monarch. Henry VIII. was Catholic: 
Edward VI. was Protestant: Mary was Papal: and, finally, 
Elizabeth, garnering the lessons of her predecessors’ experi- 
ments, was Anglican. When the great Queen succeeded in 
“establishing” the Reformed Church, she built her 
“settlement” on the old assumption, and suffered no 
variation from the via media which she approved. Church 
and State were frankly identified. In the well-known words 
of Hooker, the supreme apologist of the Tudor Establishment; 


“In a word, our estate is according to the pattern of 
God’s own ancient elect people, which people was not 
part of them the commonwealth, and part of them the 
Church of God, but the self-same people whole and 
entire were both under one chief Governor, on whose 
supreme authority they did all depend.” 


This doctrine underlies the existing Establishment. The 
Prayer Book expresses it. The Canons of 1604, which still 
bind the Clergy, formulate it at length. It has been frankly 
rejected everywhere else. Religious uniformity is no longer 
the policy of the State. Nonconformity is not only tolerated, 
but even legally privileged. Only in the legal system of the 
Established Church does it persist. Obsoleteness has over- 
taken the Canon which requires the Clergy “four times 
every year at the least ” to preach on the Royal Supremacy, 
and no civil penalties any longer attach to the excommunica- 
tion ipso facto which is pronounced upon everyone who 
“shall hereafter affirm that the King’s Majesty hath 
not the same authority in causes Ecclesiastical that the 
godly Kings had amongst the Jews, and Christian 
Emperors in the Primitive Church, or impeach in any 
part his regal supremacy in the said causes restored to 
the Crown, and by the Laws of this realm therein 
established.” 
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It is too often forgotten that the Establishment, which 
rested on this conception of Kingship, imposed obligations 
on the Sovereign as well as subjection on the Church. The 
first duty of the Christian Monarch was—to use the words 
of the Oath still tendered to the British Sovereign at his 
Coronation—“ to maintain the laws of God, the true 
profession of the Gospel, and the Protestant Reformed 
Religion established by Law ”: and the faithful performance 
of that duty implied, not merely the legal recognition of 
the existing ecclesiastical system, but also the expansion 
of that system to meet the ever-expanding needs of the nation. 
In idea the Establishment was, not static or rigid, but dynamic 
and elastic. Like the Monarch’s civil authority, it was 
properly co-extensive with the Nation itself. As the nation 
increased, and its needs multiplied, the ecclesiastical provision 
inherited from the Middle Ages became apparently inadequate. 
Accordingly, the State, embodied in the Christian Monarch, 
was morally responsible for increasing the ecclesiastical 
provision until it answered to the nation’s needs. Such 
effective assistance by the State was really the consideration 
on which the Church conceded to the State such large powers 
of control. Only so could the State secure the benefit of the 
Church’s distinctive service, and only so could the Church 
receive the assistance in its spiritual task which the State 
alone could give. In short, the Establishment means essentially 
the Union of Church and State in securing the effective 
Christianisation of the Nation. Such was the implicit theory 
of the Establishment, but the practice was never congruous, 
and soon became actually contradictory. The State’s 
obligations were first neglected, and then repudiated, though 
the Church’s subjection was maintained and even emphasized. 
Save for the benefaction connected with the name of Queen 
Anne, and some petty expenditures for Church building, the 
State, since the Reformation, has added nothing to the 
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Church’s resources, with the result that the system of religious 
provision which the Establishment provides for the modern 
nation is (save for the additions made by voluntary effort) 
no greater than that which served the subjects of Elizabeth, 
Neglect has silently passed into something like unconfessed 
dislike. This is curiously illustrated in the case of the 
episcopate. Of all the incidents of the Establishment, the 
presence of the Archbishops and Bishops in the Upper 
House of Parliament is, perhaps, the most significant. It 
brings the Church directly into the process of national 
government, and shows how it garners by increased oppor- 
tunity of spiritual influence the reward of its complaisance 
to the secular power. As the nation multiplied, so, it might 
have been supposed, would this provision for its spiritual 
needs have been extended. The Spiritual Estate in Parliament 
would have kept pace with the population. The secular 
peers have multiplied sevenfold, thus matching the nation’s 
growth. What is the explanation of the difference? The 
answer can only be that the State no longer attaches any value 
to spiritual peers. It tolerates their presence as a bequest 
from the past, but has no use for their distinctive service. 
When in the course of the nineteenth century new bishopricks 
were created, the State, so far from welcoming the Church’s 
effort, accompanied its grudging consent to an increase of 
the episcopate with a proviso that in no circumstances should 
the number of spiritual peers be increased. What is true 
of the episcopate is true also of the parochial system. Such 
extension as has been made has been the achievement of the 
Church alone, for the large funds administered by the 
Ecclesiastical Commissioners, and applied by them to the 
creation of new parishes, are drawn wholly from the ancient 


endowments of the Church supplemented by the voluntary | 


contributions of Churchmen. In fact, the State, while for 
reasons of its own content to perpetuate the ancient 
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Establishment, has been careful to make clear that it does 
not accept the theory which that Establishment embodies. 
The Spiritual Estate has been suffered to remain an integral 
part of the national system but its influence on the process 
of national government, which was the raison d’étre of its 
constitutional position, has been reduced to the shadow of a 
shade. Yet the State has retained the powers which the 
Establishment conferred, while repudiating the obligations 
which it entailed. The Church has even been required to 
shoulder the State’s duty while gaining in return no lightening 
of the State’s control. Thus, in 1868, when Church rates 
were abolished, and the cost of maintaining churches and 
churchyards was thrown on the voluntary contributions of 
churchmen, the parishioners, who were not churchmen and 
contributed nothing, were none the less allowed to retain 
undiminished their rights in both. Here also the same 
twofold process is exhibited. Powers are retained while the 
obligations which alone could give moral title to their 
possession, are repudiated. Even the Enabling Act of 1919, 
which for ecclesiastical purposes substituted Parochial 
Church Councils elected by Churchmen for the ancient 
Vestries composed of ratepayers, left unaltered the immemorial 
tights of parishioners. In the sphere of politics the same 
process is apparent. The parliamentary franchise, which has 
been extended to all adults of both sexes, has been severed 
from all connexion with Churchmanship and even with 
Christianity. It is reasonably estimated that, at the present 
time, not more than one in fifteen of the Parliamentary 
electors is a communicant member of the Church of England. 
Nevertheless, Parliament retains all its old ecclesiastical 
authority. The spiritual supremacy of Parliament which was 
intelligible when all its members were communicants, and 
when all had been elected by communicants, became 
paradoxical and religiously offensive when it inhered in an 
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assembly which acknowledged no religious profession either 
in members or in constituents. So with the Crown. The 
responsible personal action of the Lord’s Anointed has been 
replaced by that of a Prime Minister who may be of any 
religious persuasion or of none, and who is responsible to a 
Parliament which is as free from religious connexions as 
himself. None the less the ecclesiastical prerogatives of the 
Crown, which include the nomination of the Archbishops, 
Bishops, Deans, and many of the clergy, remain undiminished. 
In the judicial sphere the transference of the Sovereign’s 
powers to constitutional officials, over whom he has no 
control, has told disastrously on ecclesiastical discipline. 

The royal Supremacy is now exercised by a frankly 
secular court—the Judicial Committee of the Privy Council— 
and the whole action of the ecclesiastical courts, provincial 
and diocesan, which is subject to its appellant jurisdiction, 
is thereby tainted with “ Erastianism,” and, in the con- 
scientious belief of large numbers of religious Anglicans, 
as well laymen as clergymen, is robbed of moral authority. 
Thus the Establishment in every part is seen to exhibit the 
same paralyzing characteristic. Powers have survived the 
tonditions which justified them, and are now exercised, if 
exercised at all, without any such moral claim as may secure 
and facilitate the obedience of English Churchmen. The 
bilateral Covenant between Church and State has been 
altered to the disadvantage of one of the Parties, and without 
its consent. The Church is held fast to an Establishment of 
which both the legal assumptions and the moral justification 
have ceased. The Establishment ties the State to ecclesias- 
tical responsibilities which it is no longer able to carry; 
and binds on the Church a system which it is no longer 
able self-respectingly to accept. Accordingly, the continu- 
ance of the Establishment implies discontent, disaffection, 
and developing disorder. 
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Il. 

While thus the State has stultified the Establishment by 
repudiating its own religious obligations, the Church has 
forfeited its original title to national recognition by losing 
harmony with the general mind of the Nation. When 
Puritanism finally elected to exchange Nonconformity for 
Dissent, it withdrew from the Church of England precisely 
that element which was most resolutely Protestant, and thus 
disturbed irreparably the balance of the Elizabethan Settle- 
ment. Anglicanism would in the future develop only from 
those elements in the established system which were least 
Protestant. The movement away from the thorough-going 
Protestantism of the original Reformation, which is already 
apparent in Hooker, was, so to say, confessed and organized. 
It advanced until, in the course of time, it has not only 
destroyed the religious unity of the English people, but has 
completely transformed the English Church. This process 
of transformation was, indeed, long obscured by the political 
tisks involved in the anti-Protestant policy of the later 
Stuarts. The Established Church and the Nonconformists 
found mutual understanding and common ground in the 
enthusiasm of patriotic feeling which the imminent danger 
of the country evoked. Had the policy of comprehension, 
which the statesmen of the Revolution attempted, been 
crowned with success, it is possible that the temporary union 
might have been permanent, and the Protestant character 
of the Establishment recovered, but the defeat of that policy, 
and the substitution of the policy of toleration ensured the 
final severance of the Church of England from specifically 
Protestant Christianity. Evangelicalism, the progeny of the 
Methodist Movement, lay apart from the normal course of 
ecclesiastical development, and has never, even in its most 
prosperous days, been at home in the Church of England. 
Its true affinity is with the Dissenters. It looks naturally to 
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“the pit from which it was digged.” Accordingly, when, 
after the long domination of Whig Erastianism, there was a 
spiritual revival within the Established Church, it drew its 
inspiration, not from the sixteenth century but from the 
seventeenth. The Non-jurors, not the Elizabethan divines, 
were the spiritual ancestors of the Tractarians. The via media 
of Anglicanism, which had originally signified a moderate 
version of Protestantism, now came to indicate a moderate 
version of Catholicism. This evolution, however, was 
ecclesiastical, not national. The prevailing sentiment of the 
English people as a whole remained unalterably Protestant, 
for that sentiment had its roots as much in political history 
as in religious tradition. It was a blend of religious conservat- 
ism and patriotic instinct. 

It is important to emphasize the influence of the secular 
history of the nation on its religious development. Politics 
have entered deeply into English religion, and nowhere so 
deeply as in the continuing controversy with Rome. For the 
two centuries which part the accession of Elizabeth from 
that of George III., English patriotism has been bound up 
with opposition to the policies and pretensions of the popes. 
The two English sovereigns who were personally devoted 
papists were also the two who cared least for English 
independence. Mary I. would have bound England to the 
policy of Spain, and James II. to that of France. In both 
cases the Monarch’s religion was seen to conflict with the 
nation’s liberty. Thus the association of protestantism with 
patriotism became an English tradition. That tradition 
survives still in the intense, unarguing antipathy to the 
Roman Church which, from time to time, flares out in 
“No Popery ” agitations. This inbred hereditary hatred for 
everything Roman survives in many English minds every 
other element of ancestral religion. 

The Church of England has ever been, and is still, strongly 


504 














ci na - - 


itse 


it « 


Pre 








its 
he 
eS, 
lia 
ite 
ite 








OUGHT THE ESTABLISHMENT TO BE MAINTAINED? 


anti-Roman, but it is consciously and proudly Catholic. On 
the distinction between Roman and Catholic the validity of 
the specifically Anglican version of Christianity may be 
said to turn. That vital distinction, however, is quite 
unintelligible to the average Englishman. The popular 
identification of whatever claims to be Catholic with whatever 
is believed to be Roman, which since the time of Hooker 
has confused English minds, has tended to create a very 
difficult situation for English Churchmen. As the Church of 
England has recovered the authentic aspect and language 
of pre-Roman Catholicism, it has provoked against itself 
the formidable resentment of popular Protestantism. It 
would, indeed, be uncandid to deny that the popular error 
has been strengthened by the procedures of a small section of 
Romanizing Anglicans, who shared the popular identification 
of Roman and Catholic, and for that reason sought to con- 
form the English Church to the Roman model. The influence 
of these “Anglo-Roman” clergy within the Church of 
England is out of all proportion to the public scandal which 
they occasion. For many years the absence of effective 
discipline caused by the obsoleteness of the rubricks and the 
“Erastianism ” of the Law-courts, has given practical im- 
punity to clerical lawlessness. The Report of the Royal 
Commission of 1906 emphasized this fact. It was, indeed, the 
primary object of Prayer Book Revision to bring this discred- 
itable state of things to an end. That was designed as the first 
step in the process by which Discipline should be restored. 
Inasmuch as that Revision was carried through by the Church 
itself, it could not but express the non-Roman Catholicism 
which marks the Church’s system, and for that very reason 
it could not fail to arouse the suspicion and hostility of the 
Protestant multitude. 
Ill. 
So long as the obsolete Establishment was generally 
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regarded as little more than a picturesque anachronism, it 
was possible to defend it asa working anomaly, and as such it 
might long have been suffered to continue. Under the excite- 
ment of a popular agitation the older character of a working 
legal system was suddenly recovered, and it was seen that the 
Church of England is even in spiritual matters frankly 
subordinate to the modern secularized State. This complete 
subordination had not lacked plausible, if insufficient excuse 
when, as was the case when the Establishment was fashioned, 
the facts of national religion harmonized with the assumptions 
of the Law, but in the actual circumstances of the twentieth 
century it was seen to be intolerable. The full extent of the 
failure of the legal Establishment was dramatically disclosed, 
when a frankly secularized House of Commons rejected 
contemptuously a measure dealing with the most intimate 
concerns of a Christian Church which had been presented to 
it with every recommendation which such a measure could 
possess. Mr. Saklatvala, the Parsee Communist who, as 
the Member for Battersea, voted against the Revised Prayer 
Book, will in the retrospect of history be seen to have played 
in the record of the Establishment the réle played by another 
Oriental, “the little Mortara,” in that of the Pope’s temporal 
power. He illustrated the enormity of the paradox implicit 
in the existing relation of Church and State, and thereby 
made the ending of that relation morally indispensable. The 
issue raised by the rejection of the Prayer Book measure was 
as clear as it was crucial. Parliament, a single House of 
Parliament, and that, moreover, one in which the Spiritual 
Estate is not represented, claimed and exercised spiritual 
supremacy over the Church of England. Powers which 
had been reluctantly conceded to a Christian autocrat, himself 
a member of the English Church, and as such professing the 
Catholic faith and owning subjection to the Moral Law, and 
which had been for this very reason justified by Scripture and 
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the precedents of Christian History, were now seen to be 
vested in a popular assembly, of which the members possessed 
no religious character, and were elected by constituents 
who, for the most part, made no profession of Christianity. 
The merits or demerits of the Revised Prayer Book ceased 
to be important. A greater question had been raised. Is 
the Church of England a spiritual society at all ? Or, is it but 
a department of the civil government, essentially identical 
with the Board of Education ? Does its legal Establishment 
properly imply the loss of the inherent franchises of a 
Christian Church ? Can it not even determine the Form of its 
Liturgy and the Manner of its Ministration of the Blessed 
Sacrament to its sick and dying members? Here was no 
conflict between Church and State of the familiar mediaeval 
type. The unending controversies which have distracted 
Christendom as to the measure of ecclesiastical power which 
may tightly be conceded to secular authority, have no real 
bearing on the situation in modern England. As Professor 
Ernest Barker has pointed out, this conflict between the 
Christian Society itself, not an Order within it, and the 
Modern State has no precedent in the Middle Ages. It is the 
Church as a whole that has been overridden by the House of 
Commons on a specifically spiritual issue. The action of the 
House of Commons was met by a solemn protest. In July, 
1928, the Church Assembly adopted unanimously, and with 
a remarkable display of enthusiasm, the following resolution : 
“Tt is a fundamental principle that the Church—that is 
the Bishops together with the clergy and the laity— 
must in the last resort, when its mind has been fully 
ascertained, retain its inalienable right, in loyalty to 
our Lord and Saviour Jesus Christ, to formulate its 
Faith in Him, and to arrange the expression of that 
Holy Faith in its forms of worship.” 
In this resolution, which was drafted by Archbishop Davidson 
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himself, the governing principle of the legal Establishment 
is clearly and categorically repudiated. The Church of 
England rejects the assumption that the Nation has the last 
word in spiritual matters. Its “fundamental principle” is 
that, not the Nation, but the Church, is supreme in the 
spiritual sphere. The Church of England, moreover, is an 
integral part of the Anglican Communion, that is, of a 
fellowship of Churches which (to adopt the words of the 
Committee of the Lambeth Conference) “are independent 
in their self-government, and are growing up freely on their 
own soil and in their own environment as integral parts of 
the Church Universal.” 

It is obviously impossible to limit the application of this 
“fundamental principle” to the specific matters directly 
raised by Prayer Book Revision. The franchise of the Divine 
Society must have its frank expression over the entire area 
of the corporate spiritual life. Appointments to spiritual 
office and the enforcement of spiritual discipline come clearly 
within the range of its exercise. Inevitably, therefore, the 
entire fabric of the national Establishment of the Church 
comes into condemnation, for all rests on the same false 
assumption. When, swayed by ignorant rhetoric and blinded 
by its fanatical fears, the House of Commons rejected the 
Prayer Book measure, it decreed, unwittingly so far as most 
of its members were concerned, the abolition of the Establish- 
ment. The formal consummation of its work may be delayed 
by many circumstances—the reluctance of the general body 
of English Churchmen to accept the abhorred necessity of 
Disestablishment, the selfish fears of all whom Disendowment 
threatens with material loss, the obsession of the public 
mind with economic problems of the utmost gravity, the 
play of party politics, the cynical calculations of disloyal 
minorities within the Church whose evident interest is 
served by the paralysis of discipline which the Establishment 
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compels, and the like. But be the delay protracted or not, the 
final result is certain. There can be no going back on the 
path which the Church of England has deliberately chosen. 
Disestablishment is only a matter of time, of a short time. 


IV. 

Who gains by maintaining the Establishment ? Not the 
State, which is plainly unable to make good the authority 
which in theory it possesses. Not the Church, which is 
compromised in its credit, and disordered in its life, deprived 
of indispensable disciplinary power, and restrained from the 
most needed reforms. Not the Nation, which receives from 
the clergy, instead of that wholesome influence of law- 
abiding example, which they, beyond all other citizens, 
should be able to contribute to its life, a woeful spectacle of 
ill faith and disobedience, which tells balefully on the whole 
community. Not Religion, which is necessarily discredited 
and enfeebled by continuing confusion and undiscipline 
within the Church. 

In the best interest of the English people not less than of 
the English Church, the archaic structure, which perpetuates 
in the twentieth century the political and social features of 





the sixteenth, should be taken away, and the Church of 
England released from the humiliation and practical weakness 
of an Establishment which is both obsolete in idea, and 
ineffective in practice. 

It may be urged that theoretical difficulties weigh little 
















against practical conveniences, and that Englishmen have a 
well-grounded reputation for preferring utility to logic. 
Even principles are easily sacrificed to interest or sentiment. 
It is not, therefore, surprising that many men, who are neither 
irreligious nor irrational, hesitate to approve a policy which 
yet they cannot deny to be just, reasonable, and on many 
grounds requisite. Disestablishment, however, does not 
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lack recommendations of a utilitarian character. The work 
of the Church of England is gravely hindered by the costly, 
cumbrous, and complicated organisation which the Estab- 
lishment necessitates. Even the material loss involved in 
Disendowment might be no excessive price to pay for freedom 
to recast the ecclesiastical system, and thus to use such 
resources of men and money as the Church possesses with 
greater economy, intelligence, and effectiveness. The cause 
of spiritual efficiency is certainly not served by the wasteful 
and even senseless distribution of clergy which the parochial 
system, as it now exists, requires. The disestablished Church 
would be genuinely autonomous, and, as such, able to 
exercise that authority over its own members which, as an 
Established Church, it is plainly unable to secure. Such 
recovery of discipline would remove the internal disorder 
which has long weighed so heavily on the reputation of the 
Church of England. Above all, Disestablishment would do 
much to put the clergy right with the general conscience, 
which is offended both by the light view which many 
clergymen apparently take of breaking their own solemn 
undertakings, and by the easy acquiescence of Churchmen in 
the Erastian subordination of the Church to the State. 

Disestablishment ought not to be the subject of political 
controversy, for it lies properly outside the area of normal 
party conflict. No party at present includes it in its pro- 
gramme. Not less plainly than Unemployment and the 
Indian Problem, it calls for the combined action of all parties. 
Disestablishment by consent ought not to be beyond the 
capacity of English statesmanship. It is, as we have shown, 
urgently required in the interest both of the Church and 
of the State. 
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INDUSTRIAL RELATIONS AND 
THE STATE: 


A Reform of Workmen’s Compensation 
By Witu1am A. Rosson 
I 


E hear much of the need for improving our 

industrial economy. The business man declares 

that a return to prosperity is possible only if we 

can reduce the cost of production. The manu- 
facturer complains that the burden of charges for social 
services cannot be supported if we are to compete successfully 
in world markets. The politician looks with a baleful eye at 
the disquieting condition of our major industries and seeks 
anxiously for some way in which the Government could 
improve their imperfect organisation without using methods 
which involve public ownership on the one hand, or Ex- 
chequer subsidies on the other. 

It is a remarkable fact that during this restless search for 
economy, efficiency and constructive political intervention, it 
should have occurred to no one to examine the subject of 
wotkmen’s compensation. Nor is it very creditable to our 
collective intelligence that we should have failed to do so. 
For, as I shall show in this article, the system of workmen’s 
compensation which we now accept is dangerous to the 
workman, extravagant to the employer, and costly to the 
nation from every point of view. In no sphere of industrial 
activity could intelligent action by the State produce results 
of a more directly beneficial character. 

II 

The system of workmen’s compensation was first intro- 
duced in 1897, although the most important Act of Parliament 
dealing with the matter was not passed until 1906. The scheme 
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enables every workman who suffers “personal injury by 
accident arising out of and in the course of the employment” 
to claim compensation from his employer in accordance with 
an elaborate formula. Certain scheduled diseases are also 
included. In case of death the dependants can claim. 
Workmen’s compensation was regarded by its progenitors 
as a means of securing greater protection for the workman’s 
life and limb rather than as a device for providing money 
payments to an injured man or his dependants. Thus, so far 
back as 1846, the Select Committee on Railway Labourers, 
shocked by the casualties among the large number of navvies 
engaged in railway construction, reported in favour of 
making the railway companies pay compensation for accidents. 
By making the employers liable, the Committee contemplated 
“ fixing that party with liability who has the greatest power 
to prevent the injury, and the greatest means to repair it.”! 
A similar belief that the financial pressure brought to bear 
on the employer by making him liable to compensate injuries 
to workmen, would lead him to take a greater interest in 
preventing accidents, underlay all the subsequent legislation.? 
This belief can now be seen to have been ill-founded. 
The plan by which accidents were to be prevented by being 
made costly has been defeated in this country by the growth 
of accident insurance. The effect of insuring against the risk 
of having to pay workmen’s compensation is that the liability 
imposed on the individual employer is no longer felt in direct 
relation to the safety or lack of safety of his establishment. 
The provision of financial support for the injured man and 
his dependants has come to be looked upon as the sole 
function of the Workmen’s Compensation Scheme. The 
Mines Acts, Factory Acts, and similar legislation are thought 


1 Select Committee on Railway Labourers 1846, xiii., p.427. 

* Cf. Mr. Joseph Chamberlain’s Speech on The Employers’ Liability Bill, Hansard, 
1893, Vol. 8, Col. 1970. See also Departmental Committee on Workmen’s Com- 
pensation 1920. Cmd. 816, p.65. 
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INDUSTRIAL RELATIONS AND THE STATE 


of vaguely as doing all that is necessary to protect the life 
and limb of the worker. 

This was the considered opinion of the Holman Gregory 
Committee on Workmen’s Compensation, which reported 
in 1920.1 It appears to be borne out by the following table 
which has been compiled from the Annual Reports of the 
Chief Inspector of Factories :— 


ACCIDENT RECORD 


Total No. of 
Year Accidents Fatal* 
1907 _ 124,325 wai 1179 
1908 ro 122,154 ome 1042 
1909 on 117,500 oe 946 
1910 aa 129,550 coe 1080 
IQII As 148,945 ons 1182 
1912 a 154,972 oes 1260 
1913 7 176,852 cor 1309 
1914 oe 158,126 ii 1287 
(War period omitted.) 
1920 see 138,773 eee 1404 
1921 one 92,565 a 951 
1922 oan 97,986 _ 843 
1923 owe 125,551 soe 867 
1924 one 169,723 T an 956 
1925 ws 159,693 ons 944 
1926 _ 139,963 oom 806 
1927 aoe 156,974 oe 973 
1928 wine 154,319 ies 953 
1929 oe 161,269 eee 982 


* Fatal accidents are included in the “ total number of accidents ” in column 2. 
+ There was a change in reportability introduced by the Workmen’s Compensation 
Act 1923. Previously there had been a dual standard of 1 day’s absence from work in 
' accidents caused by machinery and 7 days in all other cases. Now since 1924 there 
is a single undue i.e. 3 days’ inability to earn full wages. 

It is not suggested that the figures given above are ex- 
haustive or even decisive. It is necessary to approach accident 
statistics with extreme caution—mere numbers are admittedly 
unsatisfactory as a guide to the position in one year as com- 
pared with another. Such factors as the number of persons 


employed, the number of hours worked, the severity and 
?Cmd. 816 of 1920, p. 65. 
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frequency rates, and the types of industrial processes involved, 
must also be taken into account. Here all that is available 
are the crude yearly aggregates; and it is theoretically 
possible that a more refined analysis would yield modified 
results. There is, however, a strong prima facie case for con- 
cluding that British industry has become more dangerous in 
recent years to the workers who are engaged in it; that the 
burden of mutilation and disease, of suffering and dis- 
figurement, of total incapacity and partial disablement im- 
posed by the toll of non-fatal accidents shows a real increase 
during the past quarter of a century, and particularly during 
the last ten years. With the exception of the two years of 
extreme depression in 1921 and 1922, the figures show a 
persistent though fluctuating increase in the total number of 
accidents, even omitting (as I have done) the abnormal period 
of the great war. 

The testimony of the Factory Inspectors of the Home 
Office, who are in close daily touch with this aspect of British 
industry, is to similar effect. “‘ There is at the present time,” 
wrote the Chief Inspector of Factories in his Annual Report 
for 1922, “no problem before the Factory Department 
which calls for more constant and continuous consideration 
than that of accident prevention.”? A reduction of the large 
proportion of accidents not due to machinery, he pointed 
out in the following year, can only be accomplished through 
a deliberate and organised effort to achieve safety by the 
industries themselves. Reports from various parts of the 
country concerning the Safety First movement in industry 
were “not altogether encouraging.”* The disappointing 
progress of the Safety First movement was further noted in 


1925, and attention drawn to the successful results which | 


had attended such efforts as had been made in that direction.’ 
1 Cmd. paper 1920 of 1923, p. Io. 


2 Report of the Chief Inspector of Factories, Cmd. paper 2165 of 1924, p.10. 
* Report of the Chief Inspector of Factories, Cmd. 2714 of 1926, p. 14. 
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In his Report for 1926 the Chief Inspector of Factories 
again returned to the subject. Accidents of an occupational 
character, he declared, are wrongly regarded as the inevitable 
accompaniment of large-scale industry. “‘ Experience shows 
that this is not the case. On the contrary, there is now 
abundant evidence that with proper organisation on what has 
come to be known as ‘Safety First’ lines their number can be 
enormously reduced.”2 Such organisation, however, would 
only be effected if much greater interest in accident prevention 
were taken by the responsible persons. 

So little response was made to these repeated warnings 
and exhortations by Sir Gerald Bellhouse and his devoted 
staff of inspectors, that in the following year it was felt by the 
higkst authorities at the Home Office that something more 
drastic must be done to awaken employers to a sense of their 
responsibilities in the matter. In May, 1927, a letter was sent 
out by the Permanent Under-Secretary of State to various 
Employers’ Associations and individual employers. In this 
letter Sir John Anderson stated explicitly that the Home 
Secretary was “much concerned” to learn that “‘ progress in 
the development of Safety First arrangements in factories 
continues to be disappointingly slow.”? In view of the fact 
that so little had been accomplished in the direction of 
accident prevention on voluntary lines, a still more unusual 
step was taken. In the same year an Order was issued by 
the Home Secretary (under the powers conferred upon him 
by section 29 of the Workmen’s Compensation Act, 1923), 
to compel the adoption of measures designed to prevent 
accidents.* Coercive action of this kind would scarcely have 
been taken by a Conservative Home Secretary such as Sir 
William Joynson-Hicks (now Lord Brentford) if anything 
was to be hoped for by leaving matters alone. 


1Cmd. paper 2903 of 1927, p. 14 
tag letter was reproduced in the Report of the C.F. for 1927. Cmd. 3144 of 1928. 
vp Pe 15. 
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Il 

So far I have been concerned exclusively with what may 
be termed the human aspects of workmen’s compensation, 
The first criterion of any scheme of compensation must be 
the effect it produces on the community in terms of human 
suffering. Industrial accident means death and misery, 
mutilation and disease; and no system of compensation 
which merely provides money payments for loss of earning 
power, without at the same time stimulating effort to prevent 
the occurrence of accidents, can be regarded as satisfactory. 

But a high accident rate has in addition important economic 
disadvantages. A severe toll of industrial injury, resulting in 
heavy payments for workmen’s compensation, is a serious 
unproductive overhead charge on industry. Hence, a system 
of insurance against compensation risks which does not 
promote safety by offering large differentials in favour of 
accident prevention work, is bad for industry from a purely 
economic point of view. Conversely, a system of insurance 
which provides a financial stimulus to safety organisation is 
economically sound. 

Before dealing at any length with this aspect of the 
matter I wish, however, to show how wildly extravagant the 
present system has become from the employer’s point of view. 

The scheme of insurance against compensation risks pre- 
vailing in this country is a system of voluntary organisation 
based on private enterprise. It has been assumed that em- 
ployers desiring to insure against the risk of having to pay 
compensation will be able to do so on reasonable terms. 

To what extent is this assumption true ? 

According to the statistics published by the Home Office, 
the total amount paid in respect of workmen’s compensation 
by the seven great industries from which returns are received, 
was in 1928 approximately £8,250,000. The industries in 


1 Departmental Committee on Workmen’s Compensation 1920. Cmd. 816, p. 8. 
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question were shipping, factories, mines, quarries, railways, 
docks and constructional work. It is further estimated by 
the Home Office that the total amount paid by other industries 
was approximately £3,750,000. Thus, the total amount spent 
by all the employers in Great Britain on workmen’s com- 
pensation amounted to the formidable sum of £12,000,000.! 

It would appear that /ess than half this large sum goes as 
actual compensation to injured workmen or their dependants. 
A very large share indeed is wasted in payments for com- 
mission to insurance agents, the expenses of management, 
the profits of insurance companies, legal proceedings and 
medical expenses incurred in connection with the settlement 
of claims. 

There is not information to cover the whole total of 
£12,000,000 levied annually on industry ; but the available 
figures are more than sufficient to show the waste involved. 

According to the findings of the Holman Gregory Com- 
mittee on Workmen’s Compensation, the distribution of the 
premium income received by insurance companies in 1918 
was as follows :—Commission, 10-4 per cent ; management, 
19'0 pet cent; payments under policies and transfers to 
reserves for outstanding claims and unexpired risks, 47-3 
per cent; profit, 20-1 per cent; transfers to additional 
reserve, 2:2 per cent. Thus, of each £ paid by the employer 
to the insurance companies in 1918, on the average less than 
gs. sd. went to the workman for compensation, for from this 
figure legal and medical charges must be deducted ; 4s. went 
as profit; 3s. 10d. as management expenses; 2s. 1d. as 
commission ; and 8d. as transfer to reserve.? 

The appalling waste disclosed by these figures led the 
Committee to enter a serious protest. “ Whatever may be 
the circumstances in which the business was transacted,” 


? Workmen’s Compensation, Statistics of Compensation, etc. for 1928. Cmd. 3481 
of 1930. H.M.S.O. 6d. 
*Cmd. 816 of 1920, p. 13. 
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they declared, “the fact remains that, during the last 5 or 6 
years, the employers have had to pay {100 in premiums for 
every £48 paid out in benefits to injured workmen. In our 
view this is wasteful and unsatisfactory. Where a liability 
created by Parliament makes it imperative for the outstanding 
majority of employers to cover their risk by insurance, we 
consider it the duty of the State to ensure that the business 
shall be conducted on a reasonable and economical basis,” 1 
After prolonged and careful consideration, the Committee 
arrived at the conclusion that the management expenses, 
payments for commission and profits of the companies should 
not exceed 30 per cent of the premium income, leaving 
70 per cent for compensation benefits. 

This recommendation was not, however, carried into 
effect. In 1923 an undertaking was given to the Home 
Office by the Accident Offices Association, and accepted by 
the Secretary of State, to the effect that the constituent 
members of the Association should from time to time adjust 
their rates of premium on workmen’s compensation insurance 
so as to make the “loss ratio” (i.e. the proportion which the 
total amount paid or set aside for claims bears to the premiums) 
not less than 60 per cent for the three years 1924, 1925, and 
1926, and thereafter not less than 62} per cent, or such other 
proportion (not being less than 60 per cent) which might be 
agreed between the Home Secretary and the Association®. 
Thus the 30 per cent recommended by the Holman Gregory 
Committee as a reasonable margin for expenses, commissions 
and profits, was increased to 40 per cent for 3 years, and 37} 
per cent thereafter. It may be noted, also, that the modest 
proportion of the premiums required to be set aside for 
compensation benefits is permitted to include “ reasonable 

1 Jb., p. 14. 

b., p. 20. 


* Employers’ Liability Insurance: Undertaking given by the Accident Offices 
Association. Cmd. 1891 of 1925. H.M.S.O. 2d. 
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medical and legal expenses” in connection with claims. 
Anyone with experience of employer’s liability work knows 
how excessive these medical and legal charges often become. 
The utmost secrecy is preserved by the insurance companies 
concerning these charges, and there is no means of ascertain- 
ing their amount. 

The returns furnished by insurance companies to the Board 
of Trade in respect of employers’ liability business for 1928 
show the income from premiums, after making the necessary 
adjustments for unexpired risks, at £5,622,242. Of this sum 
£3,184,353 (or 56°64 per cent) was expended in payment of 
compensation and legal and medical charges in connection 
therewith; £1,851,705 (or 32-93 per cent) was spent in 
commission (8-92 per cent), and management (24-01 per 
cent) expenses, leaving £586,184 (or 10-43 per cent) for 
profits. 

The wasteful result of leaving the employer exposed to 
the tender mercies of the insurance companies, unprotected 
by anything more substantial than the totally inadequate 
“undertaking” given to the Home Office, is thrown into 
sharp relief if we compare our own experience with that of 
certain foreign countries. 

In Germany, insurance against employer’s liability risks 
is largely carried on by Mutual Trade Associations of a 
co-operative character. The German Mutuals expend for all 
purposes only about 15 per cent of the benefits paid to 
workmen.? A large number of States in Europe and North 
America have established monopolistic state insurance 
funds* ; and the expense ratio has been maintained at between 

1 Workmen’s Compensation Statistics for 1928. Cmd. 3481 of 1930. H.M.S.O., 


p. 7. See also Employer's Liability Insurance (Limitation of Charges in 1928) Cmd. 
3352 of 1929. H.M.S.O. 


*E. H. Downey, Workmen's Compensation (1924), Macmillan, New York, p. 99. 


* Compensation for Industrial Accidents: Comparative Analysis of National Laws. 
Published by International Labour Office, 1925, Chapter Ill. See also Report of 
Hoiman Gregory Committee on Workmen’s Compensa:ion, p. 10. 
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5 and 10 per cent of compensation benefits. Excessive 
economy has been pursued by the authorities responsible for 
administering certain American State funds. But we are 
assured by the leading American expert on Workmen’s 
Compensation Insurance, the late Dr. Downey, that “a really 
efficient administration of a large insurance monopoly would 
certainly not cost more than 10 per cent to 15 per cent of 
benefits under an adequate scale.” Competitive insurance, 
he continues, is, in comparison with the results attained by 
monopoly, admittedly wasteful. Selling costs alone take 17} 
per cent. of the premiums of the profit-making insurance 
companies, in those American States where they are still per- 
mitted to exist; and other expenses and profits bring the 
expense ratio to within measurable distance of the English 
figure. Mutuals and competing State funds in the U.S.A. 
show an expense ratio of 15-20 per cent of gross premiums. 
Thus, competitive profit-making company insurance is four 
times as expensive as monopolistic State insurance, and more 
than twice as expensive as competitive mutual insurance. 
Even compared with other forms of competitive insurance, 
Dr. Downey, with a vast experience as Compensation Actuary 
to the Insurance Department of Pennsylvania, concluded 
there is “‘ large waste ” in British practice.* 

In the United States the joint stock insurance companies 
trading for profit have been superseded in a large number of 
important States by monopolistic State funds run with the 
sole object of providing employers with the best service at 
the lowest cost. The main urge for socially managed em- 
ployer’s liability funds has come from the American business 
man, who objects to paying unnecessarily large premiums in 
order to provide against an unavoidable risk. The profit- 

1 Downey, Joc. cit. 
2 Downey: Joe. cit. 


3 Jb., p. 100. In his view 25 per cent. of premiums should be sufficient expense 
allowance even for profit-making companies. 
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making insurance company seems to be fighting a losing 
battle in America so far as workmen’s compensation business 
is concerned. 

English employers appear to have been extraordinarily 
backward in protecting their own interests. Traditional 
hostility to State action seems to have prevented them from 
seeking the obvious remedy of a monopolistic State fund. 
The employers’ witnesses who appeared before the Holman 
Gregory Committee declared themselves against such a pro- 
posal on the ground that it would be more expensive and less 
efficient than the present system—arguments which are 
manifestly opposed to the whole mass of evidence we now 
possess on the subject. One wonders whether ten years of 
adversity have made the British manufacturer less disdainful 
of saving five or six millions a year on overhead charges ! 
The employers who appeared before the Departmental 
Committee did not see the same objection to a State Insurance 
Fund working in competition with the private insurance 
companies and mutual trade associations.1 But the main 
attraction of a State institution is its relative cheapness, which 
is largely due to the absence of the army of agents and brokers 
who swarm over the private insurance market. If the State 
were compelled to compete with the private companies, it 
would probably have to adopt similar methods to those which 
they employ, and one of its main advantages would then 
be decreased. 

The extraordinary reluctance of the British employer to 
co-operate, even when it is obviously in his financial interest 
to do so, is shown by the relatively small share of workmen’s 
compensation insurance which is in the hands of Mutual Trade 
Associations. In 1913, the annual total of compensation paid 
through these bodies was £1,466,607. In 1928, the premiums 
earned by the mutual companies (including both tariff and 


? Holman Gregory Committee Report, p. 10. 
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non-tariff) amounted to only £1,759,909.1 Yet the Mutual 
Associations possess great advantages compared with the 
profit-making companies. This is shown clearly by the 
following figures, which are taken from the Post Magazine 
and Insurance Monitor (5th October, 1929), one of the principal 
organs of the insurance industry :— 


EMPLOYERS’ LIABILITY INSURANCE BUSINESS 


IN 1928 
TARIFF COMPANIES* £ % 
Premiums earned ... one ian 4,977,584 — 
Claims see ose one ose 2,797,989 56-21 
Commission ain one oes 380,818 7°65 
Expenses... _ sia oon 1,170,770 23°52 
Profits om ine one we 628,007 12°62 
Non-TARIFF COMPANIES 
Premiums earned ... ia mee 857,241 —_ 
Claims om ona one a 515,248 60°11 
Commission on om on 94,829 11-06 
Expenses... _ eee ees 189,574 22°11 
Profits oe oe pie at 57,590 6-72 
MuruaL TRADE ASSOCIATIONS 
Premiums earned ... a oie 1,074,366 — 
Claims eos pare ais 6d 851,779 79°28 
Commission one one one 39,407 3°67 
Expenses... i ss ve 125,684 11°70 
Profits “ue os 57,496 5°35 


* The Iron Trade Employers Mutual is included in the figures under this head as it 
is a tariff company. 


The conclusion of the Holman Gregory Committee that 
Mutual Trade Associations provide “ the most economical 
method of insurance ’” is not accurate, for, as I have pointed 
out, the monopolistic State funds can be successfully main- 
tained at a considerably lower cost. But they are, nevertheless, 
very cheap compared with the profit-making companies, and 
it has never been suggested that they are in any way less 
efficient. 


1 See the statistics in Post Magazine and Insurance Monitor, 5/10/1929 
* Report, p. 14. 
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IV 

The type of insurance facilities which are available is 
closely related to the question of making insurance against 
employer’s liability risks compulsory. 

It has hitherto been assumed in this country that employers 
will fulfil all the obligations in regard to workmen’s com- 
pensation imposed upon them by the law ; and there has been 
no State intervention to secure for the injured workmen 
or their dependants the benefits to which they are entitled. 
The validity of this assumption is open to serious doubt. 
There is no evidence to show the precise amount of defalca- 
tion by employers in regard to their compensation obligations, 
but there is a considerable body of testimony by experienced 
and disinterested persons concerning the injustice of leaving 
matters in their present state. 

The Holman Gregory Committee on Workmen’s Com- 
pensation took a strong view concerning the lack of security 
given to the injured workman of the small employer. “‘ We 
have arrived at the conclusion,” they declared, “that it is 
necessary for the protection of the workmen, and is not 
contrary to the interests of employers themselves, that those 
who are unable safely to carry the risk should be compelled 
toinsure.”! The State fails in its duty if it imposes obligations 
on the employer without taking steps to ensure that benefits 
provided for the workman do not become illusory. “ The 
obvious step is compulsory insurance,” they continued, “ and 
no point throughout our enquiry was supported by a stronger 
body of witnesses than this proposal.” * Witnesses represent- 
ing employers as well as workers were in favour of it; and 
Judge Ruegg, K.C., speaking on behalf of the whole body 
of County Court Judges, who are responsible for the judicial 
administration of the Workmen’s Compensation Acts, stated 


7 Cmd. 816 of 1920, p. 18-19. 
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that all the judges were of opinion that there should be com- 
pulsory insurance. 

A similar belief in the necessity for compulsory insurance 
is widely held in the United States, and has been put into 
operation in a number of States there, despite the reluctance 
of American citizens to accept any form of social regulation 
or governmental interference. It is for the sake of the 
employees, as Dr. Downey points out, that insurance has 
been made compulsory in America. The entrepreneur is a 
man of business and may judge for himself whether insurance 
will pay as a business policy. “ The interest of society goes 
much beyond these business motives: the State which has 
established a compensation system is bound to give effect 
thereto, and compensation will fall much short of its intended 
efficiency if employers are left to their own devices in the 
matter of insurance.” 

It is obvious, however, that no matter how desirable the 
compulsory insurance of workmen’s compensation risks may 
be on economic or social grounds, it would be politically 
impossible to compel employers to insure unless at the same 
time they are provided with efficient and economical insurance 
facilities. No Government could ask Parliament to compel 
manufacturers to support a system of profit-making insurance 
so wasteful and exorbitant as that which now prevails in this 
country. A monopolistic State Fund to take over the whole 
service, with compulsory membership for all employers, 
would clearly be the best solution. Exemption might be 
granted to employers insuring through Trade Mutual 
Associations. 

V 

We may return now to the relation between workmen’s 
compensation and accident prevention. No aspect of em- 
ployer’s liability is of such vital and far-reaching importance 


1 Downey, p. 82. 
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as its effect in reducing the volume of work injuries. In this 
connection, as I pointed out at the beginning of this article, 
the system of workmen’s compensation existing in England 
has failed lamentably. The volume of industrial accident has 
not merely failed to diminish, but is apparently increasing 
and has been doing so for some years past. This is undoubtedly 
due in large part to the indifferent attitude displayed by the 
English insurance companies towards accident prevention, 
and the effect of that attitude on the employers. 

The practice of the English insurance companies is to fix 
the employer’s premium according to the trade or industrial 
process in which the workers are engaged. The rates for the 
different trades or crafts are laid down in a schedule issued by 
the Accident Offices Association for the use of its constituent 
members. There is, generally speaking, no recognized 
differentiation between the careful employer and the careless 
one, between the establishment where every effort is made to 
prevent accidents and the one in which no such efforts are 
made, between the works which are equipped with the latest 
safety devices and the one which is not. The only exception 
which is made to the general scheduled rate is to reduce the 
premium of a particular employer where the experience of 
the previous two or three years shows the accident risk in 
his works to be specially low. 

This system of Special Rating as it is called, is thoroughly 
unscientific from the point of view of accident prevention. 
Reduction of premium follows experience alone, instead of 
being based on the much more important element of prob- 
ability of accident. There is no systematic inspection of 
industrial establishments for the purpose of assessing safety 
standards. The existence of a safety engineer or safety com- 
mittee is not a factor taken into account in fixing the premium. 
No reduction of premium is offered on the ground that safety 
precautions are taken. Above all, the benefit of the “Special 
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Rate” is available only to large employers, paying more than 
£10,000 a year in wages.! Under the practice adopted by the 
English insurance companies a single serious accident, for 
which the employer may be in no way to blame, may involve 
a serious financial penalty ; while a good experience, leading 
to a reduction of premium, may result not from the provision 
of safety devices and careful organisation by the employer, 
but from other causes for which he is in no way responsible. 

There is much to be learnt from the system of Merit 
Rating, by means of which workmen’s compensation has 
been made to advance the movement for accident prevention 
in the United States of America. The principle on which 
Merit Rating proceeds is that the employer who endeavours 
to safeguard his workers against injury pays less for accident 
insurance than the employer who is indifferent to such 
matters. The employer who spends money on safety appliances 
is not discouraged by the knowledge that his competitor 
who spends nothing will pay the same premium. 

The best and most widespread form of Merit Rating 
used in America is that known as Schedule Rating. Schedule 
Rating has been described as an attempt to modify the rate 
of the individual plant in accordance with its physical con- 
dition as determined by inspection. It takes into consideration 
the accident hazards presented by the buildings, equipment 
and operations of each plant, giving charges for certain con- 
ditions which have been shown by practical experience to 
produce accidents, and credits for other conditions that are 
known to be beneficial from the standpoint of accident pre- 
vention. Thus, charges based on a schedule are added to the 
basic rate to penalise such defects as the absence of guards to 
machinery or the lack of proper handrails to stairs, while 
credits are given for such advantages as good lighting, an 


1Cf. Holman Gregory Committee, p. 67. Evidence of W. E. Gray on behalf of 
the Accident Offices Association. The practice is the same to-day. 
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emergency hospital and a safety inspection service.! Schedule 
rating, broadly speaking, looks to apparent hazards in the 
particular establishment. These hazards are gauged by their 
average importance as accident producers in the industry at 
large, without reference to the experience of the individual 
employer. Hence, the distribution of risk, which is the 
essential function of ali insurance, is maintained? 

A system of Merit Rating such as this, when based on a 
thorough analysis of tangible hazards, has been proved to be 
a valuable means of promoting industrial safety. It is infinitely 
superior to experience rating of the sort practised in England, 
which for the most part produces charges and credits un- 
related to the probabilities of compensation cost. 

It can be definitely asserted that any scheme of insurance 
rating which brings the employers the results of wide 
experience and offers them definite rewards for the removal 
of specific hazards will accomplish much for the prevention 
of industrial accidents. An example may be taken from the 
case of the Pennsylvania Coal Mine Rating Schedule. The 
safety standards contained in this schedule embody the best 
mining practice, and are considerably in advance of the 
State Mining Law. “‘ Marked improvement in the insured 
mines,” we learn, “‘ has resulted from the application of the 
schedule. Electric cap lamps and battery firing of blasts have 
been extensively introduced, miles of entry widened to 
standard, thousands of cars equipped with brakes, and careless 
practices corrected to a gratifying degree. Best of all, many 
operators (i.e. employers) formerly indifferent have been 
stimulated to active interest in mine safety.”° The resultant 
insurance rates for workmen’s compensation risks in these 
mines have dropped to a very considerable extent. 


1Cmd. 816 of 1920, p. 67. 
* Downey, op. cit., p. 113. 
* Jb., p. 96-7. 

*2., Di 29. 

5 1b., p. 134. 
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In America, again, it has been found that it is the smal] 
employer who specially needs help, suggestion and stimulus 
to undertake accident prevention work. In England, however, 
it is precisely the small man who is debarred from participating 
in the reduced rates offered even by the defective system of 
Special Rating which prevails. 

The weakness of the English situation is revealed in a 
significant passage in one of the Annual Reports of the Chief 
Inspector of Factories. Owing to the depressed condition 
of industry, he writes, employers have been inclined to take 
only a passive interest in the subject of safety provision 
Yet in another of his Reports we learn that one firm of steel 
makers who took up accident prevention work reduced the 
amount they had to pay in workmen’s compensation by 
46 per cent in two years, another reduced their claims from 
26s. 6d. per cent to 6s. 6d. (a reduction of 75 per cent), and 
a third effected a reduction of 50 per cent within a like period. 
A firm of electrical engineers which paid serious attention to 
the Safety First movement reduced by 70 per cent. the amount 
paid in workmen’s compensation per {100 of wages. Are 
not economies of this order needed most when trade is bad ? 
There is evidence, continued the Chief Inspector, that 
associations of employers are more and more taking over the 
insurance of their members for compensation purposes. 
“< This results in keener interest in the subject of accident provision, 
and more trouble is being taken in verifying the actual causes of 
accidents.””* 

It is not surprising that the Departmental Committee 
made a strong recommendation in favour of Merit Rating. 
The Committee considered that a practical scheme of Schedule 
Rating would be “ of considerable value in the prevention of 


1 Cmd. 1705 of 1922, p. 20. 
* Annual Report of the Chief Inspector of Factories for 1926. Cmd. 2903 of 1927, 


. 
* Cd. 1705 of 1922, p. 20. 
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INDUSTRIAL RELATIONS AND THE STATE 


accidents.” They recommended that a Workmen’s Com- 
pensation Commissioner should be appointed, with power 
(among other duties) to prescribe a practical scheme of 
Schedule Rating. Sir Gerald Bellhouse, the Chief Inspector of 
Factories, was strongly in favour of introducing it, and went 
so far as to suggest the establishment of a central body, 
under State control, on which the insurance companies would 
be represented, with power to fix standards of safety for each 
trade, compliance with which would entitle the employer to 
obtain a specified credit. Sir Gerald regarded such a scheme 
as in no way inimical to the administration of the Factory 
Acts by his own Inspectorate. The Accident Offices Asso- 
ciation agreed to co-operate in the scheme proposed by the 
Committee. Clause 9 of the “‘ Heads of Working Arrange- 
ment agreed upon between the Home Office Committee and 
the Accident Offices Association,” reads as follows: “ For 
the purpose of encouraging accident prevention, the Members 
of the Accident Offices Association will co-operate with the 
proposed Commissioner (of Workmen’s Compensation) in 
bringing gradually into being a system of discounts from 
normal rates in consideration of approved safety devices or 
provisions.” 

Nothing, however, has been done. The idea of a Work- 
men’s Compensation Commissioner was dropped ; and the 
“Undertaking” given by the Accident Offices Association to 
the Home Secretary makes no mention of Merit Rating or 
Accident Prevention. Ten years have passed, and the situation 
is unchanged. 

VI 

It would be difficult to find a subject more clearly in need 
of constructive reform than Workmen’s Compensation. As 
I have shown, the present system produces unnecessary 
human suffering, economic waste and social injustice. The 


*Holman Gregory Report, p. 68. 








THE POLITICAL QUARTERLY 


three essentials of progress are, first, the establishment of a 
monopolistic State Insurance Fund; second, compulsory 
insurance for all employers against workmen’s compensation 
tisks ; third, the introduction of Merit Rating as a means of 
promoting Accident Prevention. 

In view of the exact information at our disposal concern- 
ing the disadvantages of the English system and the advantages 
of other methods in use elsewhere, a constructive scheme of 
reform such as I have outlined would be unlikely to arouse 
strong Parliamentary opposition. Moreover, it is not in- 
compatible with the aims or ideals of any political party. To 
the Labour Party it offers an excellent opportunity for intro- 
ducing collectivist action in a sphere where private enter- 
prise is a manifest failure and where public administration 
would clearly be successful. To the Conservative Party, it 
offers an opportunity for government to render substantial 
assistance to the employer without interfering with the 
capitalist system in any essential respect. To the Liberal Party, 
it affords another demonstration of the fact that while some 
things are better left to private enterprise others can be 
better managed under social control, thus showing the de- 
sirability of steering a middle course with an open mind. 

The whole subject may seem pedestrian and technical. 
But every employer and every workman, the well-being of 
wives and children, the happiness and economic stability 
of millions of homes, are potentially affected, either directly 
or indirectly, by the system of workmen’s compensation and 
its repercussions on the industrial structure. The question 
should provide a meeting-ground for the interests of the 
politician, the economist, the employer, the trade union 
leader and the humanitarian. 
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THE INDIAN STATES PROBLEM 


By Rr. Hon. V. S. Sruvtvasa Sastri, P.C., C.H. 
(Delegate to the Round Table Conference). 


HE Simon Commissioners justly emphasise the 

essential oneness of India and point out that her 

full greatness could be realised only if British 

India and the Indian States came together into a 
coherent political organisation. It is the duty no less than 
the interest of leaders in both British India and the States to 
explore all possible methods of creating such an organisation. 
The task is exceedingly difficult. It is not rendered less so by 
the findings of the Butler Committee or the proposals of the 
Statutory Commission based on those findings. To what 
extent the Princes support these proposals is not known 
with any precision. Perhaps they will not insist on minor 
points. On the main issues like treaty rights and paramountcy 
they have secured a vantage ground in the Simon Report, 
which they will be loth to surrender. The spokesmen of 
British India cannot consent to take over the administration 
of their half without those rights in respect of the other 
half which experience has proved to be necessary and usage 
has prescribed. Legal scrutiny and historical retrospect 
disclose many flaws of procedure and many acts of high- 
handedness in the process by which this usage has been 
built up. Statecraft, however, is a creature of necessity and 
justice, which enlarges its bounds from time to time and 
which is above law. Documents drawn up for one set of 
circumstances can be kept alive in their original terms through 
varying circumstances only by a certain degree of latitude 
in interpreting them. The contention of the Princes that the 
relations between the paramount power and themselves 
should be regulated by the letter of the engagements demands 
that the intervening years be ignored. On the face of it, so 
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drastic a reversal can hardly be thought of. It is a pity that 
British practice in this matter has varied from time to time 
and from State to State. Nevertheless, certain broad prin- 
ciples are discernible and have been stated authoritatively 
more than once. Leaving on one side questions of dynastic 
precedence and social etiquette, substantial issues often arise 
connected with recognition, sovereignty, interference in 
internal administration and economic adjustment which have 
hitherto been decided by the predominant party, leaving in 
many cases a sense of wrong. The proposal to establish a 
tribunal of a judicial or quasi-judicial character to settle these 
disputes has much to commend it. When one thinks of the 
political feelings with which the legislative houses will be 
charged in future and which must, therefore, colour all 
executive decisions, the case for the erection of an impartial 
tribunal seems conclusive. 

Paramountcy, on the showing of the Princes, is beyond 
question. Its existence is neither disputed nor objected to. 
But what are the rights and powers it comprehends ? The 
Indian States Committee had no lack of talent. It included 
an experienced administrator, a constitutional lawyer and an 
economist. Though they paid particular attention to the 
point, they found themselves unequal to the task of defining 
either the nature of paramountcy or the occasions for;its 
exercise. They hit off the difficulty by the aphorism, “ Para- 
mountcy must remain paramount.” At once a truism and 
a riddle, it has only brought confusion to the princely order. 
It is possible, however, that, when a permanent tribunal or 
commission has adjudicated upon a number of cases, some 
rules or principles of general application may emerge. 

Interference in internal affairs is in a different category. 
Purely domestic matters obviously cannot be submitted to 
the adjudication of a tribunal. The time is long past when 


a ruler could say that the condition of his subjects was the 
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concern of himself and himself alone. There is a conceivable 
limit to such a doctrine even in the case of really independent 
sovereigns. With the States running into and out of British 
India, and with a free flow of life and thought between the 
peoples, the theory of complete isolation cannot be sustained. 
Protection of a prince against his subjects carries with it the 
right to superintend his relations with them, though such 
superintendence must be marked by every solicitude for his 
status and dignity. 

The important problem facing us at this stage is to decide 
in whom paramountcy should reside when political power 
in British India is transferred to the elected representatives 
of the people. Legal and political issues are mixed up here. 
Vested interests conflict with what may be best for the future 
of India. Upholders of British power cannot see eye to eye 
with Indian nationalists dazzled by the vision of their mother- 
land united from end to end, free to regulate her own destiny 
and pulling her full weight among the nations of the world. 
Where should the Princes take their stand in this unavoidable 
conflict? One would fain believe that they had at least a 
moment of struggle and hesitation before coming down on 
the side of the British power. Supposing that the law and 
the history of paramountcy were as stated in the Butler 
and Simon Reports, some explanation would still be required 
for the enthusiasm with which the Chamber of Princes 
acclaim the recommendation that rights of paramountcy over 
them should not be transferred to the dominion authorities 
of future India without their consent. Do they really fear 
that the Government of India will exercise these rights against 
them more frequently or more harshly because, instead of 
being appointed by the Crown and responsible to the British 
Parliament, it will be responsible to the Indian Legislature ? 
The exercise of paramountcy rights will certainly differ in 
the new regime. The intimate knowledge and sympathy of 
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Indian ministers should make the manner of its exercise 
more acceptable than it has been hitherto and the occasions 
on which it is used should be more closely connected with 
the welfare of the States and their subjects or of India as a 
whole, than with the maintenance and advancement of 
British interests or authority. 

The greatly increased clamour of the subjects of the 
Indian States for improved administration and popular 
institutions is a cause of anxiety to the Princes already, and 
will become more so when British India is governed by those 
whose proper function it is to champion the rights of the 
people. It is only natural for the Princes to feel that they 
would be safer with paramountcy in the hands of the British 
Crown when it has ceased to have direct control of British 
Indian affairs. Calm consideration, however, shows that 
such safety is shadowy. In the case of forms of government 
that have lagged behind the times, the only real security is 
increased responsiveness to the new spirit and increased 
readiness for reform. Nor is it likely that a power which 
has itself become constitutional under pressure of circum- 
stances will assist those who wish to resist such pressure. 

The lawyers engaged by the Princes have advised them 
that their treaty relations are with the British Crown, which 
has acted through the East India Company and the Govern- 
ment of India as its Agent, and that the British Crown cannot 
transfer this agency to a new Government of India responsible 
to a popular legislature, without the consent of the Princes. 
The fact is that the Princes dealt directly with the East India 
Company and the Government of India on account of 
particular circumstances arising in India; and even if they 
were aware of the Crown behind its local agent, could never 
have dreamt of direct contact with it except on account of 
such circumstances. The Crown acts through recognised 
constitutional instruments. At present, as the instrument in 
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Great Britain is the British Cabinet or in Canada the Canadian 
Ministry, so in India it is the Government of India. The 
position of the Crown as the ultimate abstract repository of 
power behind the local Government, is not affected by any 
change in the constitution within the bounds of the Common- 
wealth. The Butler Committee were apparently unimpressed 
by the legal argument, for they rest their recommendations 
under this head on nothing more than the earnest desire of 
the Princes and their historical connection with the paramount 

wer. These recommendations are, first, that the Princes 
“should not be transferred without their own agreement to 
a relationship with a new government in British India 
responsible to an Indian legislature,” and, second, that “ in 
future the Viceroy—not the Governor-General in Council as 
at present—should be the agent for the Crown in all dealings 
with the Indian States.” The latter proposal to cut off one 
of the attributes of sovereignty from the Government of 
India breaks a long connection, for historically, the connection 
has substantially been, not with the Crown, but with the 
Government of India. It is unnatural because the relative 
position and interlocking of the territories concerned requites 
an intimate political connection and it is inexpedient because 
it deprived the authority responsible for the government of 
British India of a power which experience has proved to be 
essential. However much the caprice or aggression of in- 
dividual officials might have marred the natural development, 
there can be no doubt that it was mainly through the necessity 
of the situation that slowly the elements of paramountcy 
gathered together in the hands of the British power. Re- 
sponsible government in British India would be anemic with 
an outside power in active control over six hundred different 
political units scattered all through the country and operating 
through a considerable cadre of British officials, answerable 
to no one but the Viceroy. This remark would be true even 
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of the Federated India which is the ultimate consummation 
recommended by the Simon Commissioners. 

Moteover, supposing that British India and Indian India 
federated together and a Greater India came into being, she 
could never reach the full stature of a Dominion so long as 
British forces remained in India for the protection of the 
Princes. The question would also arise from what source 
the cost of this army was to be defrayed. The employment 
of British soldiers to protect the Princes against the conse- 
quences of actions for which no British authorities were 
responsible would likewise show in its nakedness their 
character as mercenaries. This position appears so unthink- 
able nowadays to the ordinary British mind that the continued 
maintenance of the British army for the protection of the 
Princes would lead inevitably to the assumption of respon- 
sibility by the Crown for the actions of the Princes. It is 
impossible to conceive how they could avoid British inter- 
ference in the internal affairs of the States on behalf of their 
subjects. 

As if to intensify the uneasiness of the Indian politician 
and render the theory of direct relationship with the Crown 
wholly unacceptable to him, the Butler Committee propose 
that the future recruitment to responsible positions in the 
Political Department should be made in the universities of 
England. At present officers of the Indian Civil Service and 
of the Indian Army are appointed to the Political Department. 
These sources may not be available as they have been in the 
past, the reason alleged being that the Civil Service and the 
Army ate themselves short-handed. What is apparently 
meant is that the progressive Indianisation of these services 
reduces the British element, upon which alone the Political 
Department could depend for its supply. The question is, 
why should not the Political Department be Indianised ? 
If separate recruitment must be made, why should Indian 
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universities not contribute their own share? Until recently 
it was the belief that the Princes would object to deal with 
Indian officials ; but in the year 1922 the then Law Member 
of the Government of India (Sir Tej Bahadur Sapru) an- 
nounced the Government’s determination to Indianise even 
this Service. A Government resolution followed to the effect 
that two Indians would be recruited every year. It is under- 
stood that this policy is still in force, but owing to objection 
on the part of some Princes whose identity is not known, 
the Indian officers are confined to the areas along the Frontier, 
and the object of the Indianisation scheme is partly frustrated. 
The Butler Committee make no allusion to this scheme, 
but apparently they would like it to be abandoned. No 
Prince and no champion of the princely order has hitherto 
disapproved of this suggestion of the Butler Committee. If 
in the event it meets with their approval, it will confirm the 
suspicion that the sympathy with British Indian aspirations 
which the Princes have frequently avowed is confined within 
narrow limits. 

At present the Princes seem to labour under the appre- 
hension, natural when a great change is impending, that the 
devil you don’t know is worse than the devil you know. 
British Indian statesmen must have established their character 
and outlook before they can expect the Princes to repose 
confidence in them. This confidence is a necessary condition 
to a close political nexus between the two Indias. For some 
time, therefore, we must be content to leave the States out of 
the constitution of British India, save in so far as they may be 
brought together tor mutual consultation in the Council of 
Greater India which the Simon Report proposes and which 
meets with our hearty approval. The present position is that 
the Governor-General in Council or the Government of 
India is the authority mentioned in Section 33 of the Govern- 
ment of India Act as holding the superintendence, direction 
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and control of the civil and military government of India, 
The tributes paid by some of the States go into the coffers 
of the Government of India. The portfolio of Indian States 
is held by the Governor-General himself. By long practice 
the other members of the Government of India do not concern 
themselves much with the affairs of the Political Department 
and only matters of the highest importance are placed by the 
Governor-General before his Council. Apparently this 
comparative aloofness from the Viceroy’s Cabinet is gratifying 
to the self-respect of the Princes, for they want it to be 
completed and legalised by an amendment of the Government 
of India Act which would place their relationship not with 
the Governor-General in Council, but with the Viceroy, in 
his capacity as local representative of the Crown. The Butler 
Committee strongly recommend the proposal and the Simon 
Commission apparently endorse it. But leaders of opinion 
in British India cannot afford to countenance this change. 


Though it purports merely to give the sanction of law to. 


current practice, it really goes beyond it by making complete 
what is only partial, for even matters of the highest im- 
portance would then be excluded from the purview of the 
Viceroy’s Cabinet. Moreover, it would really mean a 
fundamental alteration of the relationship. The law at 
present recognises the inherent and necessary connection 
between British India and the Indian States. The amendment 
would snap this real connection and create a shadowy one 
between the Indian States and the Crown in the abstract. 
When our hopes for the future are realised and we are able 
to attract the Princes and their subjects into the new polity, 
this false conception will stand in the way and make the 
restoration of the law to the original form extremely difficult. 
Till we have wooed and won the Princes we are content that, 
as heretofore, they should deal with the Governor-General 
singly, and we appeal in the name of the future unity and 
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greatness of India to the Princes not to press for legislative 
changes. An understanding to this effect should do till the 
dawn of a brighter day. 

This brighter day will reveal to the vision of young India 
the glory and greatness of a land which has realised what 
nature obviously intended for her by enclosing her betwixt 
mountain and sea. The sad truth of the present, however, 
is embodied in the saying of the Simon Report, “ India is 
a land of minorities.”” Yes, India is a land of minorities 
and sectional interests. The psychology of the people is 
so framed that each individual thinks of the community, 
religion, economic group, or territorial unit to which he 
belongs, and not of India as a whole. Propound any problem 
of a constitutional, administrative, or financial nature, and 
the Indian reacts as a citizen of one of these small interests 
but not as a citizen of India. One sovereign, one law, one 
set of political institutions, and one type of manly and liberal 
education—these unifying influences, which have come into 
being since the British advent, have not yet had time to create 
an Indian patriotism strong enough to resist the sectional 
patriotisms which have been the groundwork of Indian 
political consciousness. Once these are unloosed again, the 
notion of India as one mighty political unit will recede into the 
penumbra of our mind and soon cease to evoke the enthusiasm 
of the young and harness their noblest energies. Teachers and 
professors, priests, nurses and ballad-singers no less than 
statesmen and rulers—all indeed who have to do with the 
shaping of the thought and aspiration of the future genera- 
tions of our country must sedulously foster this sublime 
vision of one India and encourage none of the pettier loyalties 
or desires which tradition has created by the dozen and by 
the score. Where, as in Britain, the paramount patriotism 
is fully established, parochial slogans like Home Rule for 
Scotland need a good deal of artificial stimulation even to 
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be kept alive. In India, on the contrary, it is the love of the 
whole which, being now a feeble impulse, has to be made the 
dominating ideal of life. In one sense the existence of the 
British power is itself an obstacle, although, paradoxically 
enough, in another sense it has been the source and inspiration 
of the larger ideal. Will the Princes and Potentates of India 
strengthen this obstacle by exalting it at the expense of the 
future indigenous Government of India? Are not their 
breasts warmed by the contemplation of a United India? 
Does it not call for sacrifice on their part? Is the platonic 
approval of the Dominion ideal for British India the most 
that they can bring themselves to do for its realisation ? The 
co-ordination and common management of railways and 
harbours, and posts and telegraphs, which has been accom- 
plished, must be followed up by the introduction of the same 
currency, the same standard of weights and measures, the 
same criteria for judging forms and methods of national 
efficiency, national justice and national finance. We cannot 
afford to have radically different levels in the purity of public 
services, in the concern for the spread of popular education, 
in the regard for individual freedom or in the subordination 
of the personal will of the ruler to the reign of law. In 
other words, it is essential that the Princes must conform, as 
far as possible, to the standards of British India, and temper 
their autocracy by adopting constitutional methods of ad- 
ministration. The hallowed name of tradition should no 
longer be used to cover up decay and stagnation, nor should 
the need for variety be invoked in future in support of chronic 
inability to combine in the pursuit of common aims. Lan- 
guage and religion divide the people deeply. Social 
institutions erect strong barriers between them. Freedom of 
commerce and economic growth are impeded by local 
excises, octrois and a bewildering variety of weights and 
measures. These hindrances to the solidarity of Indian 
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peoples can be counteracted to some extent if those who have 
the destinies of a third of India under their control will 
establish forms of Government which have been proved in 
the surrounding areas of British India and which have every 
likelihood of proving themselves among peoples of the 
same race, the same education and the same aptitudes. 

It is worthy of note that the Simon Commissioners, while 
recommending federation as the proper form of government 
for the Greater India of the future, look upon it as a consum- 
mation lying in the distant future. Their actual proposals 
are three small and cautious steps. The first is that the 
preamble of the new Government of India Act should 
expressly provide for the inclusion within the new polity of 
each Indian State as it applies for inclusion upon agreed 
terms. The second is that a list of subjects of all-India 
concern should be prepared which should form the province 
of the Federal Government. The third is the formation of a 
Council for Greater India, including the representation of 
British India and Indian States and having deliberative but 
not executive functions on federal subjects. The third sug- 
gestion may well be carried out independently of the question 
of federation. Indeed it would seem to be necessary to meet 
the strongly expressed desire of the Princes and their subjects 
alike. The idea of federating the provinces of India and the 
States is open to serious objection. The Simon Commission 
cite the example of pre-war Germany as a federation of 
heterogeneous political units. It is neither sufficient nor 
convincing. Even supposing the least important of the 
States, that is, the class whose rulers have no guns, to be 
excluded, there would remain 235 different political units 
coming into a federation where British Indian provinces, 
though under a dozen, would overshadow them all by 
importance as well as magnitude. It is more than doubtful 
whether, under the most carefully devised constitution, a 
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sense of neglect and unfair treatment will not oppress the 
rulers and peoples of many small States and become a real 
menace to the whole structure in course of time. Another 
cleavage of a fundamental character lies in the proposal of 
the Commission that, even after being included in the 
federation, the States should look to the British Crown as 
their suzerain and protector. The divided allegiance of the 
Princes would be without a parallel in the political experience 
of humanity and could not but be a cause of weakness to the 
federal structure. Moreover, a practical difficulty will con- 
front the framers of the new constitution. The Simon 
Report, while expressing the view that British India should 
be reconstituted on a federal basis, does not make direct 
recommendations to secure this object beyond providing 
that future elections to the Legislative Assembly should be 
by the members of the provincial legislatures instead of by 
the people themselves. In fact, they declare in so many 
words that they desire in their proposals for British India 
only to keep federation in view as a distant goal. We 
hear that this has caused some dissatisfaction among the 
Princes who would like federation to be immediately carried 
out. But no definite proposals have yet been made from 
their side and we are in the dark as to the conditions under 
which federation would be acceptable to them. While the 
entire question is involved in uncertainty, it seems too much 
to ask that British India should reconcile itself to forego the 
benefits of a unitary constitution. A rigid federation would, 
in India, lead to the weakening of the Central Government. 
America and Australia have been cited to prove that a federal 
centre would grow in importance relatively to the constituent 
elements. Our fears to the contrary, however, are grounded 
on the tendency of the Indian races and communities to 
fall apart from one another which, throughout history, has 
kept India more or less under the heel of the foreigner. 
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It is this fissiparous tendency which may lead to the failure 
of the Round Table Conference. It is this fissiparous ten- 
dency from which in the event of the success of the Round 
Table Conference, the new Indian polity must be saved by 
constitutional safeguards, the most effective of which is that 
the Government of India should be left with the residuary 
powers under the constitution, able to direct national effort 
into well-defined channels, to utilise national resources to 
the full and to make a distinctive national contribution to 
the world’s welfare. 

The argument in the preceding pages may be summed 
up thus :— 

(1) The paramountcy of the British Crown does not 
atise, as contended by the Princes, merely from treaties, but 
is independent of them, as maintained by the Government of 
India and endorsed by the Butler Committee. 

(2) The rights of paramountcy are not, therefore, limited 
to those which the Princes may be supposed to have sur- 
rendered by treaty, but comprehend all such as are necessary 
to secure the welfare of the Princes, their subjects and the 
whole of India. 

(3) These rights and the corresponding obligations do 
not belong to the British Crown dissociated from the 
Government of India, but to the Government of India, as 
the sole constitutional agent of the Crown in India. 

(4) The proposed amendment of the Government of 
India Act, ousting the jurisdiction of the Viceroy’s Cabinet 
from questions relating to the States cannot, therefore, be 
supported. 

(5) Nor can we subscribe to the proposition, enunciated 
by the Simon Commission, that the Crown must remain in 
India with forces of its own to protect the Princes, a pro- 
position which, if allowed, would make it impossible for 
British India to attain Dominion status at any time. 
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(6) If a federation is made with residuary powers vested 
in three hundred odd Governments so incongruous and 
unequal as British provinces and Indian States, the Central 
Government will be necessarily weak. If, furthermore, the 
constituent parts are subject to different final authorities 
the weakness will become fatal and Dominionhood will be 
rendered impossible. 

(7) The measures that the Simon Commission recom- 
mends as preparatory to the institution of a federal form of 
government cannot, therefore, be approved. The formation 
of a Council for Greater India of an advisory character is, 
however, an exception, and this recommendation should 
be carried out. 

(8) A Supreme Court competent to pronounce on the 
disputed interpretation of treaties and to adjudicate upon all 
justiciable disputes between British India and the States, 
should be established. 

(9) Any claims which the States may prefer for financial 
adjustment with British India may be examined by a Com- 
mittee of Inquiry, as recommended by the Butler Committee. 
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THE SIMON REPORT 
By X 


(Our Correspondent who is a well-known authority on Indian affairs, 
is compelled by his position to remain anonymous). 


. FFECTIVE criticism of the Simon Report must 
confine itself to the second volume in which the 
Commission’s recommendations for the future 
d government of India are set forth. The first volume 
is a masterly, and, but for one outstanding omission, a fair 
and adequate discussion of the conditions of the problem. 
The omission is the failure to show the strength, and, so to 
speak, the naturalness of the springs of the nationalist 
movement in India. For the best part of a century, the 
British have been developing the internal communications of 
India, and communications of all kinds between her and 
the outside world; they have been educating her children 
in their own languages, and, even more important, in English 
also. They have been creating a national unit out of the 
widely separated and incoherent territories of India; they 
have brought these territories into increasingly intimate 
contact and opened to Indian students the whole realm of 
Western learning and experience. Can it be wondered at if 
the result has been to call into existence a strong nationalist 
sentiment ? If this side of the Indian problem had been 
adequately dealt with in the first volume of the Report, much 
would have been done to discredit the current imbecilities 
of the less responsible English newspapers and of other 
self-constituted authorities on India, while the root difficulties 
of the problem would have been thrown into clearer relief. 
The strength of the Indian nationalist movement is the 
background against which every other aspect of the problem 
must be considered. 
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However, the second volume is the Simon Report for 
all practical purposes. Its recommendations deal with the 
military policy and defence of India, with the Indian States 
and Princes, the various administrative services, with finance, 
the North-West Frontier and Burma, with the High Courts, 
the relations between the Government of India and the 
Home Government, and with other subjects of varying 
interest and importance. Each of these subjects might easily 
have provided work for a Royal Commission—in finance, 
for example, the Commission has tackled the thorny problem 
of devising a system of federal finance for all India—and any 
attempt to appraise the recommendations in all these par- 
ticulars would only be bewildering. The recommendations 
can be divided into what we might, for our present 
purposes, call the fundamentals and the accidentals, using the 
latter word in the philosophic sense of subordinate or 
dependent. The fundamentals are all that need be considered 
here. 

Readers who have been able to follow the criticism of 
the Simon Report in this country and in India, as well as 
abroad, will have noticed that it has turned for the most part 
on the one central question: “How far do the proposals 
go towards handing over contro/ from British to Indian 
hands ?” The subsidiary and technical proposals have been 
ignored. They will also have noticed that discussions of the 
question have been conducted almost exclusively along the 
lines of ancient prejudice or the divergent doctrines of 
political parties here and in India. Such discussions are 
admirably suited to produce heat rather than light, and a 
scientific examination of the Report must advance on vety 
different lines. It must begin by considering the merits of the 
Simon proposals, considered gua proposals for the future 
system of government in India. Are the various proposals 
mutually adjustable ? Will the whole scheme, of which they 
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are the parts, work ? And then again: “ Are the proposals 
contained in the Report appropriate and adequate to the 
circumstances of India to-day, and—even more important— 
to-morrow ?” The latter part of this question is legitimately 
asked, because provision for the political needs and develop- 
ment of India in the future is one of the duties implicit in 
the terms of reference of the Commission, and because the 
very first principle enunciated in the second volume lays it 
down that the next Indian constitution should, “‘ as far as 
possible, contain within itself provision for its own develop- 
ment.” 

What, then, are the fundamentals of the Report ? They 
ate to be found in Parts I, II, IV, V, VII and XI of the 
second volume, a selection which, it will be noticed, omits 
from the category of fundamentals such very important 
subjects as finance and the services. Our attention will, in 
fact, be confined to the form of the proposed constitution, 
its practicability, and its adequacy to the conditions in which 
it will have to function. 

Among the general principles in Part I of the second 
volume, it is stated that the final constitution of India must 
be a federal constitution, and, further, that it shall be India 
as a whole, not British-India merely, which “ will take her 
place among the Constituent States of the Commonwealth 
of Nations united under the Crown.” Both these principles 
had been foreshadowed in the Montagu-Chelmsford Report 
of 1918, and there was even some attempt to put them into 
practice in the Government of India Act of 1919 and the rules 
which followed from it. The division of powers, administra- 
tive and financial, between the Central Government and the 
Provinces, brought a sort of quasi-federal system into being, 
and in the “‘ transferred subjects,” that is those departments 
of administration, such as education, public health, local 
self-government, agriculture, and so on, which were trans- 
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ferred to the control of Ministers responsible for their 


{ 
|! 
: charges to the provincial legislature, the measure of autonomy th 
conceded to the provinces was fairly complete. Again, the d: 
creation of the Chamber of Princes by the 1919 Act was both - 
| a recognition of the existence of a large and important sphere Pr 
of interests common to all India, and the beginning, at any fr 
rate, of joint representation for the States which had hitherto ™ 
normally conducted their dealings with the paramount power 7 
as individuals. But in 1919, neither of these two general be 
ptinciples had been even clearly enunciated. Certainly they th 
had not reached the point at which practical expression could W 
be given to them. Nobody will be found to quarrel with them de 
now. It is true that under modern conditions, federation is int 
only a pis aller, a second best, inferior in every way to unitary 
w 


government. But the conditions of India make it necessary. 
Perhaps nothing struck Sir John Simon and his colleagues 
more forcibly during their enquiry than the strength of agi 
provincial sentiment and the unanimity of the demand for 


provincial autonomy. The present Indian provinces are, for on 
the most part, mere administrative divisions in origin, but, to 
surveying India as a whole, the observer notices that they ae 
correspond to, and represent, real divisions of economic um 
interests and conditions, and even of race, language and of 
culture. The administration of so vast and heterogeneous a — 
collection of territories could be done by a central govern- re 
ment only at the cost of iron uniformity, with consequent oby 
inefficiency and not a little injustice, however involuntary. Thi 
It may be that in the years to come, interests of all sorts will gus 
become sufficiently homogeneous, and the present separatist _ 
tendencies, communal and regional, will become sufficiently pas 
merged in a truly national sentiment. If so the powers of the stu 
federal States could be allowed to atrophy and be replaced by for 
powers exercised by the central government. But this time -— 
is not yet, and the road to unitary government for India lies s 
Stat 
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through federal government. Of course there are many 
dangers inherent in federal government in India. The 
economic interests of the agricultural provinces like the 
Punjab and the United Provinces will be better served by 
free trade, whilst the industrial provinces, especially Bombay, 
will benefit more, at any rate immediately, by a protective 
tariff. In fact, exactly the same clash of economic policies 
between certain of the Indian provinces would occur, given 
the opportunity, as occurred between Victoria and New South 
Wales before the federation of Australia. Again, if it is 
decided to leave residuary powers with the provinces, serious 
inter-provincial trouble may at any time arise out of the 
actions, or alleged actions, of the majority community, 
whether Hindu or Mohammedan, in one or other of the pro- 
vinces. However, these dangers will have to be guarded 
against by the federal government. 

The second of the two general principles mentioned above, 
namely the association of the Indian States with British India, 
to form the India which “ will take her place among the 
constituent States of the Commonwealth of Nations united 
under the Crown,” needs less discussion. A glance at a map 
of India will show how the states and British India are 
inextricably mingled, separated from each other by no 
natural divisions—physical, racial, economic or other—but 
obviously forming one geographical and economic entity. 
The working out of this principle will do more than safe- 
guard the common economic interests of this entity. It will 
ensure ultimately the solidarity of all India for defensive 
purposes, thus removing what is admittedly the greatest 
stumbling-block at present in the way of dominion status 
for India. In passing, it is worth noticing that the Com- 
mission unfortunately do not talk of dominion status for 
India but use the periphrasis “ place among the constituent 
states of the Commonwealth, -etc.,” a phrase which ought 
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to be cleared of ambiguity. However, the upshot of this 
part of our discussion is that the ideal of an ultimate federa- 
tion of India of the kind suggested in the Report is one which 
may be heartily endorsed. 

Part II of the Report contains its original and fruitful 
proposals. It deals with the future government of the major 
provinces of India, which are, Bengal, Madras, Bombay, 
the Punjab, the United Provinces, the Central Provinces, 
Behar and Orissa and Assam. Burma, it is rightly suggested, 
should now be separated from India. Shorn of the important, 
but nevertheless, subsidiary proposals regarding the electoral 
system, the extension of the franchise and the size of the 
provincial legislature, the essence of the scheme proposed 
for the provinces is that each province should enjoy as far as 
possible complete provincial autonomy. This means the 
abolition of “ dyarchy,” that is, the division of the adminis- 
tration into “reserved” and “transferred” departments, and 
the control of all departments, including the vital one of 
law and order, by a unitary Cabinet jointly responsible to the 
provincial legislature. Certain powers are to be given to the 
Governor to direct that action be taken otherwise than in 
accordance with the advice of his Ministry, when events call 
for such a course. The Commissioners say that in their 
opinion the Governor should give such directions (1) in 
order to preserve the safety or tranquillity of the province ; 
or (2) in order to prevent serious prejudice to one or more 
sections of the community as compared with other sections. 
In addition to these, which the Report regards as the major 
occasions for the exercise of the Governor’s overriding 
powers, others might be found in the necessity for securing 
the due fulfilment of any liability of Government in respect of 
items of expenditure not subject to the vote of the Legislature; 
for ensuring obedience to any order received by the Provincial 
Government from the Government of India or the Secretary 
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of State ; and, lastly, to carry out any duties which may be 
statutorily imposed on the Governor personally, such as 
duties in connection with service questions and responsibility 
for backward districts. In the exercise of his emergency 
powers in regard to the first two of these occasions mentioned 
above, the Governor is to act “ subject to the superintendence, 
direction and control of the Governor-General.” Lastly, in the event 
of a breakdown of the provincial constitution, it is recom- 
mended “ that the Governor (subject, as in other matters, to 
the superintendence, direction and control of the Governor- 
General) should be given statutory powers to declare that a 
state of affairs has arisen under which the Government of 
the Province cannot be carried on in accordance with the 
provisions of the Statute, and, thereupon, there should vest 
in the Governor all the powers normally possessed by the 
Governor and his Cabinet. . . .” Clearly, the constitution 
suggested for the provinces is something very different from 
Cabinet government as we understand it in England, and it is 
highly desirable that the difference between the proposed 
position of the provincial Governor in India and that of the 
constitutional head of a Cabinet government elsewhere, should 
be fully understood. 


How large these reservations placed on provincial 
autonomy by these emergency powers of the Governor are, 
will be at once apparent. And this is by no means the whole 
story. These reservations and their implications must be 
studied in connection with the proposals for the future 
central government of India and the future relations between 
the latter and the Home Government, that is, in effect, with 
the Home Government’s representative, the Secretary of 
State for India. Here we come to the marrow of the whole 
business, and the best service which any of us can render to 
England and India, and the whole Empire, is to follow our 
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thought boldly and face with determination the conclusions 
to which it leads us. 

Let us begin this part of our survey by examining two 
other parts of the second volume in which the fundamentals 
are contained. These are Parts IV and XI, which deal re- 
spectively with the central government, and with the relations 
between the Governor-General in Council (which is merely 
another name for the central government of India) and the 
Home Government. In view of what has been said already 
about the controls to which the action of the provincial 
Cabinets and legislatures of the future will be subjected, it is 
obviously essential that we should understand the bases on 
which the authorities controlling these controls rest, and 
what are the sanctions behind them. The Governor-General 
is to remain “ the actual and active head of the Government.” 
Indeed, his authority and powers are, in some ways, to be 
increased since the Report suggests that he should in future 
exercise certain responsibilities which at present are dis- 
charged by the Governor-General in Council. The careful 
reader will not have failed, for example, to notice that the 
Governor’s emergency powers are to be exercised under the 
control of the Governor-General, not the Governor-General 
in Council. Next, there is to be no responsibility of members 
of the Central Government to the Central Legislature. Even 
proposals to introduce into the Central Government that 
partial responsibility represented by dyarchy are definitely 
rejected by the Commission. Again, control from the centre, 
but this time exercised by the Governor-General in Council, 
should, according to the Report, be exercised over the pro- 
vincial governments in a restricted, but, nevertheless, im- 
portant field. Within this field fall, among other subjects, the 
safeguarding of the administration of central subjects, 
matters which may, in the opinion of the Governor-General 
(not the Governor-General in Council) essentially affect the 
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interests of any other part of India, the raising of loans, and 
the safeguarding of Imperial interests. Lastly, in this con- 
nection, the Governor-General in Council should remain in 
constitutional theory under the direction and control of the 
Secretary of State for India. The latter will exercise control 
over the provincial governments only in connection with 
the special powers vested in the provincial Governors. As 
we have seen, however, these amount to a very effective 
measure of control, and, as we shall find shortly, if the scheme 
contained in the Report should be brought into practice, 
the occasions for the exercise of the Governors’ special 
powers are practically certain to be far more numerous than 
the authors of the Report expect. 

Let us now see what all this means. Ignoring, for a 
moment, the suggested emergency controls by the Governor, 
the Governor-General and the Secretary of State, we shall 
have in each of the eight major provinces of India a sovereign 
legislature. It is of the first importance that this fact should be 
realised. Within the province all administration is to be in 
the hands of a Cabinet, jointly responsible to the legislature. 
Yet it is suggested that ultimate control over the actions of 
these legislatures and of the ministries responsible to them 
should be exercised by executive authorities responsible to 
nothing, except, ultimately, and at three removes, to Parlia- 
ment. It is enough to state the matter in this bald fashion to 
taise the very gravest doubts as to the workability of a scheme 
dependent on the functioning of such an arrangement. But 
let us carry our examination a little further. 

Suppose that a responsible provincial Cabinet passes a 
measure through the legislature dealing with a matter in 
which public feeling or material interests are very deeply 
engaged and that the measure is disallowed by the Governor 
acting under the authority of the Governor-General and the 
Secretary of State. Such a measure might be concerned with 
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finance, military training in schools and colleges (a subject 
very close to the-hearts of many Indian politicians), recruit- 
ment to the all-India services (in spite of the removal of these 
from popular control), or with a hundred and one other 
subjects. Can it be expected that the legislature and ministry 
will accept the Governor’s control? The ministry would 
resign and would be almost automatically returned to power, 
if necessary as the result of a general election. And what 
then? There is the statutory power of the Governor to 
administer the province without Ministers. But does anybody 
suppose that that power could be exercised ? How could the 
taxes be collected, and to what heights could agitation not be 
raised ? These and other equally weighty questions crowd at 
once into the mind. Let it be clearly understood, once and 
for all, that controls such as the Report visualises will break 
in the hands of those who try to use them. Of course the 
Government could be carried on by force, but for how long ? 
Sooner or later, and, obviously, sooner rather than later, a 
settlement on constitutional lines would have to be made, and 
the character of the settlement could never for a moment be 
in doubt. Behind the ministries and legislatures would be the 
sanction of such popular will as exists in India, but the 
Governor and the Governor-General would be devoid of 
such sanction. 

Again, all experience leads to the irresistible belief that 
when such a deadlock occurs in one province, the trouble 
will speedily spread to other provinces and to the centre, and 
there is this further important consideration. India is a 
creature of communications, particularly railway communica- 
tions, and there are provinces in which such grave trouble 
as we are contemplating as the outcome of a clash between 
the provincial legislature and the higher controlling authori- 
ties could paralyse the whole system of communications and 
thereby imperil not only the welfare but the very lives of 
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people all over India. And if, as would certainly happen, the 
trouble spread, the danger would be increased and magnified. 
Here, then, we are face to face with a fundamental objection 
to the scheme contained in the Simon Report, for legislatures 
of the kind, and with the powers, suggested for the provinces 
will simply not fit into the bureaucratic framework visualised. 
And the word bureaucratic is here used in its literal sense. 
It is not used as a term of depreciation. 

The object of the Commission in suggesting the grant of 
autonomy to the provinces whilst retaining executive and 
Parliamentary control higher up is a praiseworthy one. It is 
to enable “‘ each of the provinces . . . to evolve by a process 
of growth and development the form of executive and 
legislative machinery most suited to it,” and “to afford to 
Indians the opportunity of judging by experiment in the 
provincial sphere how far the British system of parliamentary 
Government is fitted to their needs and to the natural genius 
of the people.” It is to do all this, whilst ensuring the safety of 
the whole country through a strong central government 
withdrawn from popular control and imposing its will when 
necessary on the provincial ministries and legislatures. But 
the attainment of this object is not possible by means of the 
scheme contained in the Report. 

What, then, is to be done? There is one guiding principle 
which we can follow. The form of the central government 
must be appropriate and adequate to the form of the pro- 
vincial government. This means that the central government 
must be a responsible government, or else the proposals for 
provincial autonomy must be drastically whittled down. But 
is this latter course a possible one now? Clearly not, and, 
paradoxical though it may seem to many people, the safest 
course is to go forward, and, to a responsible provincial 
government add a responsible central government. As we 
have seen, the “strong” central government will be a source 
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not of strength but of weakness and danger. Its very com- 
position and basis will ensure speedy, numerous, and profound 
disagreements between itself and the autonomous provincial 
legislatures and the ministries responsible to them. Such 
disagreements must occasionally arise, no matter what the 
form of the central government may be. But if the latter is 
a responsible government, based on the popular will and with 
the same sanctions as the provincial governments minus the 
Governors, then the disagreements can be settled without 
trouble. They will then be disagreements between two Indian 
legislatures and ministries, one subordinate, the other supreme, 
and not disagreements between an Indian legislature and a 
British executive, or, at any rate, an executive controlled 
ultimately by the British parliament. In the last resort, a 
responsible Central Government could enforce its will ona 
recalcitrant provincial legislature by methods which the non- 
responsible government proposed by the Report could not 
use without running the gravest dangers. 

It is, then, impossible to escape from the conclusion that 
if the suggestions for the provinces are retained, they must be 
balanced and completed by suggestions for responsibility 
at the centre. This is not to suggest that India should advance 
at one step to the full dominion status of our self-governing 
Dominions. That is quite impossible, if only for the reasons 
given in the first volume of the Simon Report. Withdraw 
British control and support from India, and literally nothing 
is left but an administrative machine, as useless as a motor-cat 
without petrol and a driver. Anybody who treads the first 
volume of the Report with an open mind will see that the 
creation of a homogeneous and stable government for India 
can take place only under the aegis of Britain. But that being 
so, it is for the British people to see their goal in India clearly, 
and to take such steps as will ensure that the form of govern- 
ment in India is at all times abreast of the state of political 
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and social development of the country, and that it is moving 
steadily all the time to its acknowledged end of full dominion 
status. Therefore, that form of government intermediate 
between India’s present system and dominion status as we 
now understand it, the form so familiar to students of British 
Imperial history under the name of responsible self-govern- 
ment, is needed, not only to balance provincial autonomy, 
but to make it safe for India. The political forces which will 
be set on foot in the autonomous provinces will be too strong 
and too big to admit of control by executive decree. They 
will be guided only by a central government based on the 
popular will, exercising powers and relying on sanctions 
similar to those on which the provincial governments rely 
but stronger and more authoritative because their basis will 
be the whole of India and not a single province. With 
responsible self-government in force, Britain can continue 
to share responsibility for the government of India, because 
any responsible Indian Government will leave defence and 
foreign relations in British hands until the circumstances of 
their country are such that they can undertake safely all the 
responsibilities and duties attaching to full dominion status. 

And this brings us to the basic question of defence and 
security. Quite rightly the Commissioners point out that the 
defence of India is a matter of concern for the whole Empire, 
and, also, that it is impossible to relinquish to Ministers 
responsible to any elected legislature in India, the control of 
an Indian Army containing a British element. Transfer of 
control of the Indian Army to responsible Ministers can only 
take place when no part of the army consists of British officers 
ot troops recruited by the Imperial Government. “ When 
this will come about,” says the Report, “‘ we cannot say, but 
we see no prospect of its happening for very many years.” 
Even in India, very few will be found to quarrel with these 
arguments, or with the forceful passage in which the com- 


557 











THE POLITICAL QUARTERLY 


missioners show the vital necessity for the maintenance of a 
fully efficient army. But the absence of any clear lead as to the 
steps to be taken to bring an efficient Indian Army into 
existence is a very serious lacuna in the proposals. Indians 
argue that at the present rate of progress, they will have to 
wait for generations for a national army, and, in consequence, 
for dominion status. Their demands are not unreasonable. 
Five years ago, a Committee was appointed to report how the 
present supply of Indian candidates for the King’s Commission 
might be improved both in number and quality, and, also, 
to report on a suggestion which had been made from the 
Indian side, to establish a military college in India on the 
lines of Sandhurst. The chairman of the Committee was 
General Sir Andrew Skeen, one of the most distinguished 
soldiers in the Army, and the personnel was fully representa- 
tive of all sections of Indian opinion, including the National 
Congress. The Committee recommended that the vacancies 
now allotted to Indians at Sandhurst should be immediately 
doubled and should thereafter be progressively increased 
until the establishment of an Indian Sandhurst in 1933. If 
effect were given to the Committee’s proposals, half the total 
cadre of officers in the Indian Army would be Indians by the 
year 1952. The Committee insisted throughout that success 
must be secured at each stage and military efficiency main- 
tained in all departments. Government action fell short of 
these recommendations. The number of vacancies for Indians 
at Sandhurst was somewhat increased, and provision was 
made for the admission of a limited number of Indians to 
Woolwich and Cranwell. But the proposal for an Indian 
Sandhurst was rejected, largely because hitherto the number 
of vacancies open to Indians at Sandhurst has equalled the 
number of approved candidates. Indian feeling on this 
question is deep and real, and the Commission would have 
gone a long way to gain support for their general proposals 
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had they recommended the acceptance of the Skeen Com- 
mittee’s proposals. Even now, there is good reason to believe 
that their acceptance would reconcile all but a small section 
of Indian opinion in this all-important matter of the 
“Indianisation” of the Indian Army. 

Part VII of volume II deals with the future relations 
between the Indian States and British India, outlines a list 
of “matters of common concern,” and, lastly, proposes 
the creation of a Council for greater India, consisting of 30 
members of whom 10 should be representatives of the 
States, with consultative and deliberative functions in regard 
to matters of common concern to British India and the States. 
Lastly, it is proposed that the Viceroy, as His Majesty’s 
representative, and not the Governor-General in Council, 
should be the agent of the paramount power in its relations 
with the Indian princes. With all these recommendations we 
may agree, since they seem to be calculated to further the 
development of the federation of India on the comprehensive 
basis described earlier in this article. But a large section of 
Indian opinion opposes the withdrawal from the hands of the 
Governor-General in Council of the relations between the 
Princes and the Paramount Power, on the grounds that this 
will make for lack of contact, and disunity, between the 
Indian States and the politically developing British India, 
and so be a bar to the development of an all-India nation. 

These, then, are the fundamentals of the Simon Report. 
Many matters of importance such as the organisation and 
composition of the electorates, the system of election to both 
central and provincial legislatures, the financial relations 
between the Central and Provincial Governments, the future 
of the North-West Frontier, Burma and Baluchistan, and a 
host of others, have been excluded from this review because 
it has been deemed more worth while to concentrate on the 
vital questions which we asked at the outset. We have cast 
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doubt on the workability of the proposed scheme of govern- 
ment for India in its most important part. It is useless to 
argue, as so many do, that the grant of responsible self-govern- 
ment to India is a different thing from its grant to our present 
self-governing Dominions because the people of the latter 
are mostly our own kinsmen to whom the ideas and practices 
of democratic government are familiar. For generations past, 
we have been introducing these same ideas and practices into 
our government in India, we have educated Indians in all 
our Western learning, we have already put some powers of 
government into their hands, and now, with provincial 
autonomy, we propose to give them full powers in a sphere 
which includes all those activities of government which con- 
cern the normal, day to day life of the people. Can it, then, 
be reasonably argued that the ultimate controls in the Govern- 
ment of India can be left in the hands of authorities not 
responsible to the people of India? A great quickening of 
political and national life is now proceeding in India. Let us 
try to guide and train it, not obstruct it. Great possibilities 
lie ahead of India, but even greater ones lie ahead of Britain. 
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THE ECONOMIC BASIS OF 
SOCIALISM 


By H. D. Dickinson 


“4 HAT veteran economist, Mr. George Bernard 
Shaw, has produced an eloquent appeal for equality, 
under the name of Socialism. The intelligent 
di woman’s goal is to be equality, her way thither 
government ownership of the means of production. It is 
good that one of the oldest of our Socialists should state 
bluntly what most of the younger Socialists think and feel. 
For him, as for them, Socialism is not a particular bit of 
social machinery but a society with a certain basis, a society 
of equals. State ownership, autonomous public corporations, 
national guilds are not ends in themselves, however ingenious 
the details of their construction, but means to this end of 
equality. 

The Fabian Society, with its policy of the National 
Minimum, has always seen this as far as one end of the scale 
is concerned: perhaps it is only waiting for a little more of 
the inevitability of gradualness to formulate the principle 
of the National Maximum for the other end. From another 
angle, that economic franc-tireur, the Chester-Belloc, inter- 
mittently makes a plea for Distributivism: a society based on 
ptivate property, steering, in some undefined manner, a 
middle course between capitalist inequality and collectivist 
tyranny. The Communists, with their demand for a class-less 
society, to be established by a dictatorship, followed by a 
withering-away of the coercive state, offer satisfaction to 
everybody without winning anybody’s confidence. 

Let us then discuss the economic means of achieving 
Socialism, defining Socialism as any social system embodying 
equality of income. The problem will be treated as one of 
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pure economics: the political means of achieving Socialism 
cannot be considered here. Assuming that people can be 
brought to desire equality, let us ask what are the necessary 
economic arrangements for securing it. How to persuade 
people of its desirability is beyond our province. 

Shaw and the Socialists in general, including the 
Communists, envisage some kind of collectivism, that is to 
say public ownership and management of all means of pto- 
duction other than human labour-power. The distributivists 
reject this means but propose no others that have not been 
tried and been proved capable of tolerating great inequalities, 
In The Intelligent Woman's Guide to Socialism, Shaw outlines a 
ptogramme of progressive nationalisation, but fails, as 
Mrs. Wootton in her review of that book in the Economic 
Journal: has pointed out, to say how the government, once 
it had nationalised all the industries, would allocate labour 
and capital to the different branches of production. As she 
says, this is the crucial problem of all Socialistic projects. 

Stated in its elements the problem is this: given a society 
of men co-operating for the satisfaction of individual needs 
by means of resources that are limited in comparison with 
those needs, how can they allocate those resources so as to 
produce the maximum satisfaction? The resources in ques- 
tion—land and natural products on the one hand, human 
efforts and capabilities on the other—are usually worked up 
into concrete goods, and these goods then used for the 
satisfaction of needs. One part of the problem is to allocate 
goods to consumers, that is to say, to decide the order i 
which these needs are to be satisfied. Rationing will work in 
a community reduced to the satisfaction of only the most 
elementary and universal human needs, but it breaks down 
with the multiplication and elaboration of enjoyments made 








possible by economic progress. The device of issuing money 


1XXXIX. p. 71. March, 1929. 
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to potential consumers and putting a price upon goods high 
enough to choke off demand in excess of available supply is 
the best way hitherto discovered of giving everybody the 
maximum of free choice in consumption. It has the additional 
advantage of indicating, by high prices, those goods the 
increased production of which would satisfy most needs or 
the most insistent needs. With equality of consumers’ money 
incomes, it would be almost perfect. 

The other part of the problem is to allocate resources to 
the different branches of production. The simplest method 
would be to draw up a plan for the production of such and 
such quantities of the different kinds of goods and then to 
allot natural products and labour power to the appropriate 
industrial establishments by administrative order. In view, 
however, of the multitudinous products of modern industry, 
the numerous alternative means of production of nearly all 
of them, and the existence of complex cases of joint products 
(wool and mutton, gas and dyestuffs) and of joint demand 
(coal and iron-ore, cold beef and pickles), this becomes 
impracticable. If the method of pricing is in use for con- 
sumption goods it can be extended to these ultimate resources 
(or production goods). The prices of these are called costs, 
and, in conjunction with the demand price of products, they 
enable the smallest subdivision of every branch of industry 
to be regulated as an autonomous unit. The prices of some 
factors of production (land, the efforts of a Chaplin or a 
Shaw) merely reflect their scarcity: the prices of others 
(capital, the efforts of the average bricklayer, journalist or 
business man) in addition affect the amount of the factor that 
is forthcoming. This system of prices and costs is automatic 
and self-adjusting. The autonomy of small units permits 
experiment and variety, while keeping a rigid check on waste. 

The objection to complete equality of income is that it 
would be incompatible with the proper costing of land, 
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capital and labour. If the act of saving, which enables capital 
to be accumulated, were not paid by interest, who would 
save? If, in spite of the abolition of interest, some persons 
still continued to save, what criterion could be used to deter- 
mine in what enterprises the available (and finite) savings 
should be invested ? Under existing conditions, this criterion 
is the ability of an undertaking to pay interest on new capital 
sunk in it. In the case of land and minerals, although they 
are not called into existence by the payment of rent and 
royalties, the charging of rent and royalties tends to exclude 
them from unproductive and drive them into the most 
productive uses. If labour were not paid according to efficiency 
and scarcity, two difficulties would arise: there would be 
less incentive to work harder or better; and labour would 
tend to “stay put” in a trade or industry, neither moving 
to those in which it was in greater demand (reflected under 
the price system by high wages) or leaving those in which it 
was comparatively redundant (reflected under the price 
system by low wages). Thus neither a high level of pro- 
duction nor the proper allocation of labour power to the 
uses in which it was most productive would be possible. 
Hence the development of new processes and new products 
would be hindered. It is strange that Shaw, who more than 
anyone induced the Fabians in their early days to sail under 
the flag of Jevons and Marginal Utility rather than that of 
Marx and Surplus Value, should have ignored this side of the 
problem. 

Let us, however, start by assuming equality as a desirable 
end and seeing what consequences it entails in the organisation 
of economic effort. The most important distinction, from 
the social point of view, between categories of income is 
that between Work Incomes and Property Incomes. Now the 


latter can be equalised by communalising the property from | 


which it flows. As Béhm-Bawerk puts it (Macht ode 
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ikonomisches Gesetz, 1914), “.... if a Socialist state introduces 
common ownership of all instruments of production, that 
is, turns all capital and all land into social property, of the 
yield of which every member of society receives his share 
in one form or another, then for all future time, so long as 
such a Socialist constitution of society endures, all personal 
income will be composed equally or similarly of the return 
of one’s own labour plus a uniform contribution from the 
return of the socially owned property—a very different state 
of affairs from that of the present day as regards personal dis- 
tribution.” Also, as Bohm-Bawerk was one of the first to point 
out, such a state would be able and would, in fact, be obliged 
in its communal book-keeping to impute interest and rent 
to its socially owned capital and land in order to ensure 
efficient administration and allocation of resources. 

But as regards Work Incomes, perfect arithmetical 
equality would entail a divergence between personal income 
and the return of labour. Why not? says the Socialist. It 
would be possible to reckon wages as the value of labour in 
the collective cost-accounting without paying them to the 
labourer. The latter would be rated at so much an hour in 
all departmental and inter-departmental transactions. His 
tate would be filed at the labour exchange and be marked on 
a card that would go with him from job to job; at times 
he would be tested and regraded. This would be an exact 
parallel to reckoning rent and interest in the social cost- 
accounts without paying it to individual owners. But it 
ignores the difference between the labourer and the instrument 
of production. The book-keeping valuation of a machine 
does not react on its efficiency. Nor does a plot of land feel 
any emotion when a pigsty that stands on it is pulled down 
and replaced by a picture-palace. But the proportionality 
of individual income to the economic return of labour is 
both an incentive to efficiency and a more or less self-acting 
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device for persuading the worker to go where his work is 
most wanted (or least unwanted). Our state of arithmetical 
equality would have to find new ways of effecting these results, 

Firstly, the Socialist state would have to find some incentive 
to effort and efficiency other than greed. Public spirit, 
collective pride, personal ambition, desire for leisure, and 
fear are possible candidates. Some men will do their best 
if they feel they are serving the state and their fellow-men. 
A group of workers can be got to work hard and even to 
drive its slower and lazier members by appealing to its 
ptide of achievement as a group ; if to this is added the spur 
of competition with other groups the effect is still more 
marked. Other men may be stimulated by the award of 
non-material honours or by the prospect of promotion to 
work of greater intrinsic interest, independence, responsibility, 
or dignity. Some may be persuaded to work harder one day 
in order to enjoy more leisure another. Finally, there is the 
sanction of force and fear. Bernard Shaw himself has said 
that if a man will not do his share of the common task he 
should be shot, or—as a more economical measure— 
tortured. Half-an-hour on the rack every morning would 
convert the most work-shy ex-capitalist or ex-slum-dweller. 

Secondly, the Socialist state would have to devise some 
way of allocating labour to different occupations. Here 
again we may suggest various ways. There is the appeal 
to public spirit: the needs of the community might be made 
public from time to time and people exhorted to volunteer 
for some job or to abstain from others. Collective and 
individual love of distinction might be appealed to, the net 
advantages of the less desirable occupations being levelled 
up by uniforms, titles, dignities, and precedence at public 
functions. This method is more suitable to a static than a 
dynamic community: it would be undesirable for a drop in 
the demand for coal to lower the Miners’ Guild from the 
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status of “‘ Most Excellent ” to that of merely “‘ Excellent.” 
Schemes for regulating the supply of labour by varying the 
conditions of work other than pay—hours, for instance—are 
more practicable. More leisure instead of more money would 
be the lot of those workers for whose services there was a 
more urgent social demand. Hours, of course, cannot be 
shortened beyond, say one per diem, without its ceasing to 
be worth while starting work at all; mor can they be in- 
definitely lengthened. Moreover, it would be inconvenient 
that precisely those persons whose exertions were of most 
value to the community should be allowed to work the 
shortest hours.1_ Another scheme would be to adjust the 
supply by raising or lowering the standard of technical 
efficiency required. Thus, if too many people wanted to 
be doctors the examinations could be made stiffer. If too few 
came forward, the standard could scarcely be lowered 
indefinitely ; but here the other devices might work : public 
honours or greater leisure. Finally, there is the method of 
authority: as in the army, people could be detailed to 
different services, receive their orders and carry them out 
under threat of imprisonment or death. 

The last alternative in each of these cases raises the 
objection that most of the bourgeois critics, from Schaeffle 
to Shadwell, make to Socialism :—that its ultimate result is 
the destruction of freedom. This suggests that the citizens 
of a Socialist state might be willing to tolerate some inequality 
in order to secure some freedom in work-discipline and in 
the choice of occupation : to barter equality for liberty might 
be no bad bargain, especially if a great access of liberty could 
be won by foregoing a small amount of equality. 

Now this would probably be the case. Efficiency could 

? Note that leisure may well become equivalent to money. If on any large scale 
the practices spring up of exchanging services rendered during free hours or of 


producing goods at home during spare time for private sale, then any inequality in 
the incidence of leisure will be translated into an inequality in real income. 
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be stimulated by small money bonuses, the voluntary flow 
of labour into different occupations could be regulated by 
small variations in basic rates. These deviations from equal 
payments need not be great and, in the absence of oppor- 
tunities for individual investment, would not give rise to 
cumulative inequalities as at present. The advantage of 
money payments over titles and decorations and even over 
leisure-premiums is obvious. They can be adjusted far more 
closely, varied with less friction, and, in the case of piece-work 
payments and overtime bonuses or other incentives to 
additional effort, operate as an immediate and directly per- 
ceived stimulus. We thus get the first stage of declension 
from our prime ideal. 

But once having admitted a breach in the principle of 
arithmetical equality, why should we still defend the more 
extreme proposition? After all it is a principle of social 
organisation, not a formal rule that we are seeking. Instead 
of a mechanical and forced equality, let us frame an organic 
system of institutions that will make for equality as the 
present system makes for inequality. Our aim will be, while 
retaining the free choice of occupation and the payment for 
work according to its economic value (its net marginal 
product, in the jargon of the economists), to ensure that the 
framework of property relationships and state functions 
within which that value is determined shall promote the 
maximum degree of equality in income. Absolute equality 
is not necessary to the Socialist ideal. In the present social 
system a certain small degree of inequality does not prevent 
people from meeting socially and sharing each other’s sports 
and interests: a greater degree of inequality makes this 
difficult and finally impossible. A Socialist community could 
tolerate inequality in the first degree mentioned. Now it 
happens, for fairly obvious reasons, that the degree of 
inequality in Work Incomes is much less than that of Property 
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Incomes. In fact, if one removed the inequality of opportunity 
due to the special educational facilities and command over 
capital of a small section of the community, and set aside the 
large Work Incomes that are due to other people’s having 
large Property Incomes (Harley Street physicians, Paris 
costumiers, night-club proprietors, etc.), very few large 
incomes derived from personal exertion would be left. 

It seems therefore that a Socialist state could allow 
payment for services to be made according to the economic 
value of the services, provided educational facilities were 
equally available to all on the same terms, and that surplus 
earnings could not be made the basis of further income. The 
public ownership of land and capital would achieve the last 
aim by leaving no opportunities for private investment. 
Even inheritance could be tolerated under these conditions ; 
for personal earnings, however large, would sooner or later 
be dissipated in personal expenditure. Thus even popular 
writers, singers, actors and film stars, who would be almost 
the only people who could earn very large incomes from 
their own exertions in a state such as we are now considering, 
would not be able to found wealthy families. This is the 
second stage of declension. The community still owns the 
land and capital, and rent and interest in individual cases are 
mere book entries but their sum is either devoted to ex- 
penditure on communal goods (parks, museums, theatres, 
baths, scientific research, etc.) or divided equally among the 
citizens. Wages, however, are paid to the worker who earns 
them, but the framework of social institutions is such as 
to make it difficult to earn very large incomes and (probably) 
still more difficult to spend them. 

But is the division into Work Incomes and Property 
Incomes exhaustive ? It is difficult to allocate the profits of 
business enterprise to either category. Like Work Incomes 
they depend on personal qualities and exertions, but like 
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Property Incomes they vary with the magnitude of the 
resources controlled. Moreover a successful business man 
creates a favourable economic situation which he can 
capitalise ; and when he sells out he has converted a business 
income into a pure property income. Can a Socialist 
community tolerate business incomes ? 

The answer given to this question by Socialists is usually 
“No.” The function of enterprise must be performed by 
the universal state-capitalist-landlord. At this point the 
critics of Socialism smile their blandest, for they feel that the 
case against state operation of business scarcely need be 
stated in extenso, so overwhelming and so well-known is 
it. We will leave the Socialist fighting a gallant rearguard 
action, defending war-time controls, raking up statistics of 
well-managed state railways and telephones, pointing out 
that the technique of public administration is rapidly advancing 
and may yet outpace that of private management, or even, by 
a bold counter-attack, exposing the waste, inefficiency, 
inertia, corruption and fraud of private enterprise. Let us 
rather see to what extent the private entrepreneur is 
compatible with a Socialist framework of society. Since 
public ownership of capital is a necessity if cumulative 
inequality is to be excluded from the community, the 
entrepreneur must work with capital lent him by the state. 
But an entrepreneur, though he may work largely with 
borrowed capital, must have some nucleus of his own capital 
to start with. So if private enterprise is permitted, some 
privately-owned capital must be tolerated. Presumably 
an upper limit would be set and profits above a certain small 
amount (a living wage for the entrepreneur) would be heavily 
taxed. Obviously, since large undertakings would be 
impossible under these conditions, the community would 
have to manage the heavy industries and all large-scale 
operations in manufacture, transport and marketing. Whether 
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it would do so by direct state management, by autonomous 
boards and commissions, by national guilds or by co- 
operatives working with state capital, is immaterial to us at 
the moment. But we may envisage many small branches of 
manufacture or trade, especially those in which individual 
choice and taste is important, being carried on by partnerships, 
co-operative societies, or small joint-stock companies. They 
would work largely with capital borrowed from the state 
but have a small proprietors’ capital, probably saved by the 
proprietors themselves or their associates out of their 
individual incomes. The development of “ capitalism ” 
would be hindered by five things. First of all, taxation of 
profits and death duties would keep within bounds personal 
income derived from private business and would make it 
impossible for anyone not actually engaged in business to 
draw income at all. Secondly, the rates charged by the state 
for the use of loan capital would skim off a great deal of 
surplus value. Thirdly, the state would control transport, 
power, raw materials, etc., and would also in many cases be 
competing directly with mass-produced commodities of a 
similar nature to those produced by the private ventures ; 
possibly some private undertakings would be compulsorily 
organised into cartels under state supervision. Fourthly, 
labour regulations imposed either by the state or the trade 
unions would ensure the transformation of part of the profits 
of private industry into improved conditions of working, 
if not of living, of the working population. Finally, under 
these circumstances, careers in the public service would 
probably compete favourably with private enterprise, in the 
matter of scope and responsibility as well as in that of material 
rewards, and thus attract a large proportion of the ablest 
business brains. 

This state of things may be called the third degree of 


declension. It is interesting that it agrees in its main outlines 
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with the Webbs’ “ Constitution for the Socialist Common- 
wealth of Great Britain,” and with the framework of society 
that seems to be developing in Soviet Russia. 

Can we now proceed to a fourth degree, involving the 
telease of some effective amount of capital (or even land) 
into private hands? This would, in short, amount to 
Distributivism. The answer to this seems to be “No.” Once 
the private ownership of land and capital is admitted, then 
any advantage that one individual gains over the average, 
whether by extra earning capacity, by saving, or by a lucky 
windfall, can be converted into a permanent source of effortless 
income. This is an advantage that is the source of further 
income: the process is progressive and cumulative. This 
indeed is the great contrast between Work Incomes and 
Property Incomes : whereas the first are increased with greater 
difficulty the greater they are, the latter are increased with 
greater ease the greater they are. In the one case there is the 
law of increasing disutility of effort; in the other case that 
of the diminishing utility of income, making accumulation 
easier the more the accumulator has got—as the adage has it, 
“money breeds money.” Ownership of the material means 
of production may at first be widely distributed, but by a 
steady and almost inevitable tendency it becomes concentrated 
in fewer and fewer hands. 

We may now summarise our conclusions concerning the 
economic means of establishing a Socialist society. Firstly 
complete equality is incompatible with freedom of choice of 
occupation and will probably be unfavourable to a high level 
of production. To obtain greater liberty and prosperity 
some sacrifice of equality must be made, but it need not, 
perhaps, be serious. Secondly, there is no way of avoiding 
the fact that collectivism must be the basis of a Socialist 
community. Collectivism may fail to work, but if it works it 
can be made to produce practical equality without a serious 
sacrifice of liberty. Distributivism will, in the economic nature 
of things, tend to reproduce the existing system with its 
essential inequalities. 
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CurRENT SOCIAL STATISTICS: 
Tue UNIVERSITIES OF GREAT BRITAIN 


HEN we look back upon the history of England 

during the last five or six centuries we cannot 

but be thankful for the many pieces of good fortune 

which came our way and enabled us to accomplish 
inevitable changes without catastrophes and revolutions. 
But we sometimes had bad luck and in no sphere was ill- 
fortune more marked than in the accidents which left us at 
the opening of the last century with only two centres of 
university education in England. It was mere chance and 
ill chance that nipped the secessions from Oxford in the bud 
and brought to naught the post-Reformation projects for the 
foundation of new universities. But, in our own times, we 
have begun to fill the gap and the Report of the University 
Grants Committee made at the end of the second quin- 
quennium of their existence enables us to take stock of the 
position.! In addition to Oxford and Cambridge and the 
four Scottish Universities, there are now 9 universities and 
3 university colleges in England and 1 university in Wales. 


TABLE I. 
UNIVERSITY AND COLLEGE STUDENTS IN VaRIOUS COUNTRIES ABOUT 1926. 
































STUDENTS STUDENTS 
CounTRY Per CounTRY Per 
Total 10,000 of Total 10,000 of 
Population Population 
United States ..| 726,124 60.5 Sweden .. .. 8,851 14.9 
Canada .. ..| 44,310 51.0 Norway .. .. 3,368 14.6 
Australia .. ..| 23,022 42.3 Germany .. ..| 84,066 14.0 
New Zealand .. 4,288 34.7 Holland .. ..| 9,480 13.7 
Great Britain ..| 79,604 18.1 Bemly .. «cs «cf @706T 12.3 
Switzerland .. 6,015 15.3 France .. ..| 33,819 8.6 








It is interesting to attempt to get a view of our position 
from the international standpoint and some figures collected 
by the International Student Service are of assistance here. 


1 University Grants Committee. Report including Returns from Universities and 
University Colleges, 1928-1929. 
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The data were published in 1927 and relate to the immediately 
preceding years.1 The term student is used in a wide sense 
and covers in this country, for instance, students in agricultural 
and teachers’ training colleges. 

It cannot be claimed that these figures attain to any con- 
siderable degree of accuracy and, of course, they have reference 
only to quantity and not to quality of education. The last- 
mentioned fact may be held to rob the figures of all interest. 
But this is not so. That so large a proportion of young 
people between the ages of 17 and 20 in the new countries 
should be able to delay the taking up of employment and to 
attach themselves to educational institutions is a matter of 
economic and even more of social importance. Quite apart 
from the benefits that may or may not be derived, the im- 
pression is created that all start without a handicap in the race 
for the prizes of life which must do much to secure the social 
stability of these countries. It is widely believed in this 
country that university education is for the privileged classes. 
How erroneous is this view may be gathered from the results 
of an interesting enquiry made by the University Grants 
Committee who ascertained that about 50 per cent. of our 
university students are in receipt of financial assistance by 
way of scholarships, bursaries or grants. It is a curious 
paradox that in the new countries, where there is little 
financial assistance granted to students, a very large propor- 
tion of the population should pass through the universities, 
working their way through, whereas here relatively few 
should go to the universities and those mostly with help. 

On looking further into the matter it becomes apparent 
that, whereas the new countries are working towards the 
ideal of enabling everyone to go to a university, we are aiming 
at selecting a small proportion of young people on the ground 
of intelligence and at preparing them for those vocations for 
which prolonged and specialised training is necessary. That 
our universities are largely professional schools may be 
gathered from the fact that no less than 23 per cent. of our 
men students are to be found in the medical and dental 
departments. It is true that 44 per cent. of the men students 
are to be found in the faculties of arts and that this percentage 

1 Eleanor M. Latham. World Student Statistics, 1927. 
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has been rising of late years. These students mostly intend, 
however, to take up the profession of teaching and among 
the professions for which the universities prepare students, 
the prospects in teaching have suffered least during the 
industrial depression. 




















TABLE II. 
Futt-Time StupENTs ANALYSED INTO SuByECT Groups. 
MEN 1923-24 
Arts Pure Science| Medicine Technology | Agriculture Total 
% of % of % of % of % of 
Total | Total) Total | Total) Total | Total! Total | Total | Total) Total 
England .. 7,425 | 34.9 | 4,028 | 18.9 | 6,101 | 28.7 | 3,251 15-3 476 2.2 | 21,281 
Wales... 749 | 45.6 S11 | 31.1 188 | 11.5 142 6 52 3.2 1,642 
Scotland .. 2,219 | 31.4 664 | 9.4 | 2,688 | 38.1 | 1.259 | 17.8 | 230 3.3 7,060 
Great Britain! 10,393 | 34.7 | 5.203 | 17.4 | 8,977 | 29.9 ' 4,652 | 15.3 | 758 | 2.5 | 29,083 
MEN 1928-29 P 
England .. 9,622 | 42.9 | 4,236 | 18.9 | 5,024 | 22.4 | 3,004 | 13.8 | 449 2.0 yo 
Wales ee 937 | 56.4 391 | 23.6 113 6.8 149 9.0 70 4.2 1,660 
Scotland .. 3,446 | 47.1 778 | 10.6 | 2,142 | 29.3 769 | 10.5 | 186 2.5 7,321 
Great Britain! 14,005 | 44.6 | 5,405 | 17.2 | 7,279 | 23.2 | 4,019 | 12.8 | 705 2.2 | 31,410 
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England .. | 5,392 | 63.1 | 1,670 | 19.6 | 1,375 | 16.1 39 5 | 63 -7| 8,539 
Wales ee 791 | 77-5 170 | 16.6 35 3.4 I e 24 2.4 1,021 
Scotland .. 2,405 | 70.7 359 | 10.6 610 | 17.9 17 5 1! PY 3,402 
Great Britain} 8,588 | 663 | 2,199 | 17.0 | 2,020 | 15.6 57 4 98 7 | 12,962 
WOMEN 1928-29 
England .. 5,783 | 69.9 | 1.519 | 18. 824 | 10.0 54 6 gI 1.1 8,269 
Wales... 793 q2° 179 | 17. 14 1.4 —_ _ 18 1.8 1,00. 
Scotland .. 3 044 3.9 274 7.6 270 7.4 14 4 29 7 3,62! 
| GreatBritain| 9,620 | 74.6 | 1,972 | 15.3 | 1,108 | 8.6 66 -5 | £33 1.0 | 12,899 














If one aim at least of our universities is to train men and 
women for the professions, then since the number of pro- 
fessionals whom the community can employ is strictly 
limited, so is the number of students also limited that it is 
desirable to admit. This number has increased by about 
3,000 in the five years ending 1928-29 and now stands at 
about 44,300. ‘That is an increase of more than 7 per cent., 
whereas during the same period the population increased 
little more than 2 per cent. There are, in fact, signs that 
there is some over-supply of young professionals. Let us 
pursue the analysis, which we made of different countries, 
to the constituent parts of Great Britain. Confining ourselves 
to students of universities and university colleges we find 
that in England .83, in Wales .99 and in Scotland 2.3 per 1,000 
of the population were to be found in universities in 1928-29. 
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Now we know that young men from Scotland and to some 
extent also from Wales are forced to seek for careers outside 
their own countries and this seems to point to the fact that, 
in these countries at least, the supply of young professionals 
is greater than the demand. It does not follow, of course, 
that even with this limited ideal the desirable number of 
students is fixed. Not only may new professions arise but 
even more might the recruits to certain professions be 
educated in the universities instead of, as at present, outside, 
The examples of surveying and accountancy spring at once to 
mind. 

It is a remarkable fact that the recent increase of 3,000 
is wholly among the men. In the last five years the total 
number of women students has fallen. It seems that women 
are not finding places in the careers that have been opened 
to them. Nevertheless it appears from the figures supplied 
by the International Student Service that the percentage 
which women students form of all students is higher in this 
than in any other country. In co-educational colleges in 
Great Britain, where the number of women is in no way 
testricted, men form on the average about two-thirds and 
women about one-third of all students. But at Oxford and 
Cambridge, where “ natural forces” are not permitted to 
prevail unchecked, the percentage of men is raised to 81.8 
and 91.5 respectively. In view of the preponderance of men 
it is remarkable to find that, excluding Oxford and Cambridge, 
there was residential accommodation for 3,563 women but 
only for 2,188 men. 

There may be many who would quarrel with the de- 
scription of the universities as professional schools and even 
more who would object to the putting forward of this 
function as one of the most important objectives of a 
university. Critics might bear in mind that professional 
training was largely the function of the medizval universities 
but this is not the place to develop this theme. Whatever 
the truth may be as regards university students in the technical 
sense of the term, our universities have also a large and 
growing constituency of part-time adult students in the 
so-called tutorial classes who seek no degree or diploma and 
for whom study is an end in itself. Here our universities 
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are attempting to carry out that function which, mistakenly 
in our view, is sometimes regarded as the only proper function 
of a university but which we believe to be but one among its 
duties, though perhaps the most important. The number of 
these students has grown from 3,000 in 1913-14 to over 
13,000 in 1928-29 and in this field, in contrast to the pro- 
fessional field, there is no limit set to numbers except by the 
willingness of adequately gifted students to present them- 
selves. In the years to come we may hope for an increase 
in the number of these students that we cannot desire in 
the number of those seeking to enter the professions at 
present catered for in our universities. 

In the performance of their duties in the post-war period 
our universities have been largely preoccupied with financial 
problems. The following table shows the sources whence 
their income is derived and the changes in the relative im- 
portance of the different sources of support. 


TABLE III. 
INCOME OF GRANT-AIDED UNIVERSITY “INSTITUTIONS IN GREAT BRITAIN. 
(OxFORD AND CAMBRIDGE EXCLUDED.) 








1923-24 
Grants from Parliamentary | Tuition and Other 
Endowments Grants Exam. Fees Income Total 


Authorities 








Am-; % of | Am- ;%of| Am- |%of| Am- ; % of| Am- | % of 
ount | Total| ount | Total; ount | Total} ount /| Total; ount | Total 
























































£ £ £ £ £ 
England .. |268,247| 10.3 |337,488] 12.9 | 906,051) 34. 887,740] 33.9 cre 8.2 | 2,614,577 
Wales... .. | 20,179) 7.1 54,833 19.3 | 130,172) 45. 53,493 Sy 25,370} 8.9 284,047 
Scotland .. |126,125) 18.2 | 38,330] 5§.5 | 236,720) 34.1 | 269,283! 38. 23,854) 3-4 694,312 
Great Britain '414,551/ 11-5 430,651) 12.0 |1,272,043! 35.4 11,210,516) 33.7 !264,275! 7-4 | 3,592,936 
1928-29 
— ++ |319,832| 10.3 |427,187) 13.8 |1,136,658| 36.7; 909,577| 29.4 |303,837 | 9.8 | 3,09 og! 
Wales.. .. | 24,424) 7.7 | 58,211) 18. 164,076) 51.5 54,873] 17.2 | 16,901 | 5.3 318,485 
Scotland .. |143,117| 18.0 | 38,179] 4. 289,171) 36. 290,333) 36.5 | 34,334 $3 795,134 
Great Britain 1487,373|_11-6 |523,577| 12.4 |1,589,905|_37.8!_1,254,783' 29.8 |355,072 | 8.4 | 4,210,710 



































It was originally expected that the newer universities 
would be largely supported, apart from fees, by interest on 
endowments and grants from local authorities. But already 
parliamentary grants greatly exceed both these latter sources 
of income put together and amount to more than a third of 
the total income. The increase of the parliamentary grant 
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promised for the next quinquennium will still further enhance 
the importance of this source of income. Since it is even more 
important that universities should be independent than that 
they should have adequate financial resources, it cannot but 
be a matter for some regret that they should have come to 
depend so largely upon parliament. So far there can be 
nothing but admiration for the manner in which the Uni- 
versity Grants Committee has performed its delicate task. 
It has been given a free hand and the universities are deeply 
in debt to its experienced and sympathetic members for their 
guidance and advice. Nevertheless the situation is not 
without possibilities of danger. If the industrial depression 
is borne in mind, it will not be found that there is any reason 
to be disappointed with the receipts from private benefactions. 
Not only has the interest upon gifts increased and retained 
its relative importance in the larger income, but there has to 
be added the private gifts for capital expenditure which have 
been munificent. Some disappointment may, perhaps, be 
expressed with the contributions from rates. The con- 
stitutions of the newer universities, which give representation 
on the governing bodies to the local authorities, seem to 
have contemplated that they would shoulder a larger pro- 
portion of the financial burden than has actually proved to 
be the case. 

Finally there are welcome signs that one great service 
performed by the medieval universities which fell into 
abeyance is reviving. It is difficult to exaggerate the good 
that may come from interchange of students in the direction 
of the improvement of international relations and of the 

eneral widening of outlook. In the last five years the number 
of full time students from the British Empire has risen from 
2,450 to 2,809 and the number of full-time students from 
foreign countries from 1,258 to 1,581. But, according to the 
figures given by the International Student Service for 1927, 
this country does not rank high among those attracting 
foreign students. Among the 39 largest centres attracting 
foreign students, 7 were to be found in France, 6 in the 
U.S.A., 5 in Germany and 5 in Switzerland, 3 in England 
and 3 in Austria. 
A. M. Carr-SAUNDERS. 
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Pustic OPINION : 


Tue PrEss AND Fiscau Po.icy. 


I. THe Srmty SEASON 


Me AMY JOHNSON’S triumphal return to 


England early in August came like water in the 

desert to parched news editors. Her flight to 

Australia had been a remarkable one but did not 
approach Mr. Bert Hinkler’s earlier and less trumpeted 
record for the same trip. Two things explain the enormous 
publicity accorded it: Miss Amy Johnson is a woman, and 
in certain professions women are still news because they 
are women. ‘Their publicity value has indeed declined in 
some fields which once seemed altogether beyond their reach. 
As Channel swimmers they scarcely gain more notoriety 
than men, and as preachers, public speakers, examinees, 
doctors, city councillors and politicians they are now treated 
at their own, not their sex value. As flyers, however, they 
have not yet been granted the comparative obscurity which 
is the mark of equality. The second reason for the super- 
abundance of headlines, articles, interviews and photographs 
devoted to Miss Johnson’s safe arrival in England was 
that it occurred in the “ silly season ” and proved a welcome 
diversion from the annual front page interest in the 
advisability of marriage, in the Mrs. Grundyism of English 
seaside resorts and in the crime and social gossip which is 
the staple diet of newspaper readers on holiday. 


The second outstanding news of August was the Test 
Match series. The achievements of Don Bradman, “ the 
scourge of England,” naturally excited admiration, while the 
displacement of Chapman by Wyatt as captain for the final 
Test Match received a degree of publicity which would 
scarcely have been outdone if Lord Beaverbrook had taken 
Mr. Baldwin’s place or Mr. Maxton that of Mr. MacDonald. 
It should be remembered that cricket was not front-page news 
at all before the war: as a best-seller it is a recent discovery 
and a triumph of newspaper method. That it has its serious 
aspect, however, was clearly brought out in a terse, manly 
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letter by Colonel Sir St. John Gore, published in the Morning 
Post of August 26th. It ran as follows : 


THE NEXT TEST 


CoLonEL Sir St. JoHN Gore’s PERTINENT QUESTION 
Sir—The Test Match is over—at last. Well, we’ve 
lost that. 
Now, what about India ? 
St. JoHN Gore. 


II. Reaction AGAINst FREE TRADE: 
LIBERAL-LABOUR POLICY 


The signs of a rapid reaction against free trade have 
been abundant recently. The Conservative party has grown 
every day more bold and more confused in its advocacy of 
various brands of Protection, while even in the Liberal and 
Labour parties discontent with the free trade system has 
become increasingly noticeable. This is due, not to Press 
propaganda, but to the fact that with a rising total of 
2,000,000 unemployed the traditional free trade case has 
appeared difficult to maintain in its entirety. No Parliamentary 
candidate can assure his constituents that any immediate 
unemployment caused by the removal of an existing tariff 
or the refusal to impose a new tariff will be speedily com- 
pensated for by work elsewhere. Thus when Mr. E. D. Simon 
explained to the Liberal summer school that he had doubts 
about free trade, the Liberal Press did not outlaw him as 
a victim of what used to be called “‘ the Protectionist fallacy.” 
It mildly pointed out that his suggested experiment of a 
temporary tariff on imports was objectionable because it 
would actually prove neither experimental nor temporary 
(News-Chronicle and Manchester Guardian, August 4th). Two 
days later the News-Chronicle supported Mr. Simon’s request 
for an enquiry, urging that “there is nothing which free-traders 
need fear less than an appeal to facts. Free trade is not a 
theological dogma to which we cling as an act of faith; it 
is, as we believe, the principle which, when brought to the 
test of fact, will be found most conducive to the greatest 
happiness of the greatest number.” On August 22nd, the 
Manchester Guardian explained that “the free trade case, 
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however sound it may be, is not now valid in the absolute 
and universal sense that it was supposed to be twenty years 
ago. That is because of the new and unexpected problem of 
continuing unemployment.” It argued that tariffs once 
meant only an uneconomic shifting, not an increase of em- 
ployment, but that to-day it was a question of balancing the 
costs of Protection against those of unemployment. While 
admitting that “‘ the indirect social cost of unemployment is 
incalculable,” it pointed out that, apart from the inefficiency 
and high costs caused by Protection, we must remember 
“the powerful objections of a political and social kind to 
which the tariff history of all protectionist countries bears 
eloquent witness. We do not want to introduce jobbery into 
our politics or unnecessary discord into our relations with 
other countries whether within or outside the Empire.” 
The Nation also argued that Mr. Simon’s demand for an 
enquiry was merely in accordance with the best traditions of 
Liberalism. The Morning Post was justified in remarking 
(August 6th) that the Temple of Free Trade had been 
“desecrated by the little devil, Doubt.” 

A similar view that free trade is just one of several tariff 
policies which must be defended or abandoned on grounds 
drawn from England’s present position as an economic unit, 
has also been making headway in the ranks of Labour. 
Cobdenism is a system of political philosophy of which 
international free trade is only one aspect. The ideal that 
each nation should produce just those commodities which are 
most suitable to its natural capacities and exchange them 
freely with those of other nations, has made little recent 
headway. And it has become difficult, in view of the attitude 
of most of the nations at Geneva, to base the hope of in- 
ternational peace upon a speedy recognition of the importance 
ot international free trade. The Trade Union Congress, 
therefore, for the first time abandoned the policy of cheap 
goods and free intercourse between the nations, and became 
entangled in a confusion of nationalist, imperialist and 
internationalist ideals. The Congress accepted a recom- 
mendation the practical effect of which was to support the 
establishment of a Commonwealth Economic Secretariat. 
At the same time it included vague safeguards against 
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imperialism and Lord Beaverbrook, and an aspiration 
towards “such economic relations between the constituent 
parts of the British Commonwealth as will be to our mutual 
advantage ”—an aim which everyone of every party will 
accept. The Daily Express (September 8th), in an article 
headed “‘ The Trade Unions Awakening,” concluded: “ the 
Trade Unionists are anxious to make it clear that they dissoci- 
ate themselves from the Beaverbrook crusade. We have no 
objections, so long as they accept its conclusions and adopt 
its policy.” But neither the Daily Express nor the trade 
unions explained how it was possible to make a fiscal unit of 
a federation of nations, each of which has explained in the 
clearest possible terms its determination to protect its own 
industries against all the others. 


III. CoNSERVATIVES AND Foop TAxEs 


The campaign of the Press peers has reduced the Tory 
party to a very curious confusion. At the North Norfolk 
by-election, Mr. Cook, the Conservative candidate, was 
supported both by Mr. Baldwin and by Lord Beaverbrook. 
This was only possible because Mr. Cook was willing to 
accept at one and the same time Lord Beaverbrook’s policy 
of Empire free trade, food taxes included, as the issue for the 
next election, and Mr. Baldwin’s policy of no food taxes 
without a second appeal to the electorate. On July 7th the 
Daily Express, with photographs of Lord Beaverbrook 
speaking in North Norfolk, declared that “‘ the Conservative 
party has accepted Empire free trade,” that “an immense 
revolution has taken place,” that, owing to the bankers’ 
manifesto and some other unspecified events “ which are 
happening to the political world with almost incredible 
swiftness,” Empire free trade “‘ may become the law of the 
land without any appeal to the electorate, either in the form 
of a general election or referendum.” The Daily Express 
summarised the political situation by saying that only 5 per 
cent. of Conservatives, 50 per cent. of Liberals and 20 per 
cent. of Socialists were against Empire free trade and only 
5 per cent. of Conservatives, 10 per cent. of Liberals and 
15 per cent. of Socialists were still undecided. The test was 
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to be in Norfolk, where “Lord Beaverbrook is straining 
every nerve to secure.... something greater than a by- 
election victory—he is asking the farmers and farm workers 
of North Norfolk for a mandate in favour of Empire free 
trade for the whole country.” 


In the event, Lady Noel-Buxton was zeturned by a small 
majority over Mr. Cook. The News-Coronicle was able to point 
out a curious lack of agreement in interpreting this result. 
According to Lord Rothermere the bulk of Liberal votes 
had been given to Lady Noel-Buxton, according to Lord 
Beaverbrook two thirds of the Liberals had voted for Empire 
free trade, while the Times declared that the poll was less heavy 
than it had been at a general election because of “ Liberal 
abstentions.” 


On July 2oth Mr. Neville Chamberlain made a speech 
which was designed once more to show where the Tory 
patty stood. The referendum was tacitly dropped and Mr. 
Baldwin’s earlier position reaffirmed—that, if a bargain with 
the Dominions could be arranged by a Conservative Govern- 
ment, “ whether it be by putting taxes on food stuffs or by 
other means,” that bargain would be immediately submitted 
“to a general election.” Tory policy was therefore back at 
the position earlier laid down by Mr. Baldwin. His pledge 
that there should be no food taxes without a second appeal 
to the country still held good. The Morning Post (August 4th), 
said that this meant “that the policy of the Conservative 
party will continue to be defined by the leaders of the party 
and not by outside influences ; and that the hope of agreement 
with Lord Beaverbrook and Lord Rothermere has been 
abandoned.” The Daily Telegraph of the same date, equally 
loyal to Mr. Baldwin, put the matter thus : 


Empire free trade is undeniably an attractive slogan. 
But, unfortunately, it flatters only to deceive. The fact 
that it is at heart a falsehood born of a talsehood does 
not bring it any nearer to genuineness. There is 
not the slightest intention on the part of any Dominion 
to give to the exports of Great Britain and the other 
Dominions that free entry of Empire-made goods at 
the ports which the words imply, and which the 
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majority of Empire Free Traders suppose them to 
mean. In this connection Mr. Baldwin recalled a recent 
emphatic utterance of Mr. Bennett, the new Con- 
servative Prime Minister of Canada: ‘‘ Free Trade 
within the Empire is impossible.” Is not that a sufficient 
commentary on “Empire Free Trade” ? 


The attempt at a concordat was over. 


At the Bromley by-election the battle was openly joined. 
When, at the beginning of August, Mr. Campbell was elected 
as Conservative candidate, a “ political note” in the Times 
scouted the notion of any rapprochement with the Press 
Lords and stated that: 


A special interest attached to the choice of Conservative 
candidate to fight the impending by-election, since it 
will illustrate the sincerity of the “ Empire Crusaders ” 
in supporting their movement or, alternatively, their 
ambition to break up the only party which can give 
practical reality to their ideas. Since their first indecent 
announcement of a campaign on the very morning of 
the death of the late member there has been no further 
public activity ; but strenuous efforts have been made 
behind the scenes to procure the nomination of Lord 
Rothermere’s son, Mr. Esmond Harmsworth. He 
describes himself as a “ 100 per cent. Conservative,” but 
it seems doubtful whether others take that view, and 
the result of his selection would probably have been 
to bring another Conservative candidate into the field 
with the full support of the party. 


Mr. Campbell, however, did not conform to Lord 
Rothermere’s definition of “ 100 per cent. Conservatism and 
away with flap-doodle” (Daily Mail, July 23rd), and he 
was opposed by Mr. Redwood standing as a United Empire 
candidate. He was not supported by Lord Beaverbrook, 
whose newspaper pointed out that Empire free trade was 
only one of the slogans of Lord Rothermere’s party. 
Mr. Redwood, if the Daily Mail fairly presented his views, 
stood for the firmer hand in India and Egypt, for giving up 
the Palestine Mandate, for economy and cutting down the 
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social services, and for such other causes as preventing 
aliens living “in comfort on the British dole.” 

On this platform Mr. Redwood came third in the list 
with a poll of over 9,000 votes. 

Encouraged by their success at Bromley, the United 
Empire party propose to put up candidates at South 
Paddington and at Blackpool. If Mr. Redwood was able 
to win so many votes on a diehard Tory programme at 
Bromley, a United Empire candidate may do even better in 
a constituency like South Paddington. It was in the similar 
district next door, where one of Lord Rothermere’s “ anti- 
waste” candidates was actually returned at the head of the 
poll in 1921. It seems clear that in London and the Home 
Counties at any rate several seats might be lost to Mr. Baldwin 
in a general election through the activities of the United 
Empire party. But that is the least of Mr. Baldwin’s 
difficulties. If his nominal adherents remain loyal, he can 
afford to neglect the open hostility of Lord Rothermere. 
But a disposition to accept in general terms some undefined 
policy of Empire free trade seems common amongst his 
followers, while his pledge not to impose food taxes except 
after a second appeal to the electorate is generally disregarded 
by Tory candidates. Lord Eustace Percy addressed a letter 
to his constituents on September 13th, refusing to be bound 
to any pledges but asking for a free hand to support any 
tariff proposals which might seem advisable after election. 
Sit Henry Page-Croft, speaking as chairman of the Empire 
Economic Group, which is said to include 75 per cent. of 
Conservative back-benchers, declares that this policy of 
the “free hand” represents its unanimous opinion. It is 
clear that the acceptance of this policy would mean that the 
next election would be fought on food taxes. Fears that are 
no doubt shared by Mr. Baldwin and other responsible 
leaders of the party were expressed by Sir Vivian Henderson 
in a letter to the Times (September 17th). He pointed out 
that Lord Eustace Percy’s seat is Hastings, and that none of 
the members of Mr. Baldwin’s late Cabinet (with the exception 
of four who sat for Birmingham) represented seats where 
food taxes were likely to be a dangerous issue. “ The great 
industrial north has no voice in the inner circle of the 
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Conservative party.” He feared that “the Conservative 
leaders may think the views of their constituencies represent 
the country as a whole.” He added: 


I am reminded of an observation made in a London 
newspaper recently, where it was stated that the towns 
were turning towards Empire Free Trade, because 
successful meetings were reported to have been held 
at two South Coast seaside resorts—including, I think, 
Hastings—and the campaign had progressed as far 
north as Barnet ! 

The Conservative Party cannot return to office 
unless it can win back a number of industrial seats, 
and it will never win those seats on a vague policy of 
food taxation. 


Commenting on Mr. Baldwin’s silence on the confusion 
within his party and on the inchoate stampede of his followers 
in the direction of food taxes, the Manchester Guardian 
(September 19th) said: 

But Mr. Baldwin will have to say something. If 
he does not stand firmly against the drift of his party 
he will find himself committed to follies he would not 
openly avow. If he does not soon assert himself his 
leadership will go by default. 


On September 20th, Mr. Neville Chamberlain, speaking 
as one with authority, announced that a new “ emergency 
tariff,” similar to that recently introduced in Canada and 
perhaps of a somewhat “ rough-and-ready kind,” would now 
be a main feature of the Tory programme. Mr. Baldwin, 
at Aix, has no doubt heard the good news.! 


1 Since this was written events have moved quickly in the Conservative camp. 
Sir Henry Lidiard, the official Conservative candidate at South Paddington, has 
accepted the policy of Lord Beaverbrook, declared his intenticn to vote for food 
taxes even against the instructions of the whips, and has been repudiated by Conser- 
vative headquarters. Mr. Amery and other prominent Conservatives have expressed 
a determination to go to the country free from any such pledge as that which still 
stands in Mr. Baldwin’s name. Mr. Baldwin has therefore returned from Aix to find 
some of his chief followers combining with the rank and file to flout his leadership 
and at South Paddington the ridiculous situation that there are two Conservative 
candidates both of whom repudiate official Conservative policy. The Times has 
therefore been driven to suggesting that a third Conservative, a Baldwin man, sho 
also seek election. But it is more likely that there will be a change in the leadership 
of the Conservative party. 
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IV. Press GOVERNMENT AND THE UNITED Empire Party 


The unexpected success achieved by the press campaign 
in favour of food taxes and Empire “ free trade ” has brought 
heated protests from Conservatives who fear a split in their 
party. On the 7th of September Mr. Churchill said : 


We should make a great mistake if we exchanged 
Parliamentary government for newspaper government. 
The newspapers play a most important part in our 
modern life, but when they step outside their proper 
province, a wide and ample province of purveying 
news and interesting reading and providing fair organs 
of public opinion and a forum for free discussion ; 
when they attempt to dominate the State; when they 
unfairly bias and weight the news they print ; when they 
suppress as far as possible all opinions but their own ; 
when they traduce or belittle all public men who do 
not show themselves subservient to their will; when 
they finance and run candidates and confuse elections 
and split votes ; when they dictate policy to party leaders 
and even demand the right to choose Ministers of the 
Crown—then they become an abuse which is dangerous 
to the Constitution and fatal to good government. 


On the next day Mr. H. A. Gwynne, the editor of the Morning 
Post, uttered a similar warning in his presidential address 
at the annual conference of the Institute of Journalists. He 
warned the Press peers that if and when the Press 
Attempted to create political parties and so challenged 
other parties or even Parliament itself, then it would 
have to stand violent assaults and attacks which it had 
never experienced before. Power unquestioned inevitably 
led to tyranny, and it was also true that no State could 
suffer a devolution of power from itself and continue to 
exist. Should the State feel itself threatened, then it must 
fight or abdicate its functions of governance. That 
seemed to him to be an issue which was being forced 
on them, and the newspapers of the country might find 
themselves involved in a conflict from which they were 
bound to emerge defeated. He earnestly hoped that they 
would limit their activities to the proper functions of the 
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press, which were to keep watch and ward, to inform, 
to advise, and to instruct. To go beyond them would 
be to invite disaster. 

To denounce the Press peers for founding new parties 
is not to choose the weakest spot in their armour. Energetic 
use of the right to advise and instruct may, legitimately 
enough, lead to the foundation of a new party. That may be 
embarrassing to the established parties without being in 
itself reprehensible. The serious ground for complaint 
against Lord Rothermere and Lord Beaverbrook is that, in 
extending the functions of their Press, they have sacrified 
the tradition of fair reporting. News unfavourable to the 
cause of the new party is seldom reported in the newspapers 
which favour it. The enactment of Dominion tariffs directed 
against England, as against other countries, if mentioned at 
all, is given as an example of the value of Protection and as 
proof of the effete pre-war minds of the old-established patties 
in England. It is not too much to say that the whole attitude 
of the Dominions to proposals which, if adopted, would 
mean the reversal of their entire fiscal policy, has been 
misrepresented in the papers which advocate Empire free 
trade. In his speech of August 3rd Mr. Baldwin referred to 
the fact that Mr. Scullin, the Prime Minister of Australia, 
and Mr. Bennett, the new Prime Minister of Canada, have 
both pronounced Empire free trade impossible. He pro- 
ceeded, “I am anxious to place before the electorate the 
earlier extracts which I have seen in the papers which support 
Empire free trade, professing to give the opinion of Dominion 
newspapers on the policy of Empire free trade. And I want 
to say—though I hope it was owing to the haste with which 
these newspapers were set up—that these extracts did not 
convey a correct impression of what the Dominion papers 
said. We have several instances of that kind to put before 
the electorate when the campaign is resumed.” 

The suppression of Mr. Baldwin’s own replies to the 
Empire free traders had been generally remarked, but may 
yet, like the original speeches, be still unknown to readers of 
the Daily Mail and Daily Express. A remarkable instance of 
a similar omission occurred recently. On July 4th a small 
group of fourteen prominent bankers issued a manifesto in 
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favour of Empire free trade. It was naturally accorded full 
publicity in all the newspapers. On September 1st a reply 
was issued, signed by over a hundred leading bankers and 
industrialists. I have searched the Daily Mail and Daily 
Express for any mention of this document, without success. 
In its leading article for September 18th the Daily Express 
blandly affirms that “the bankers who only a few years ago 
would have been reckoned dyed-in-the-wool anti-Protectionists 
have declared in favour of Empire free trade.” 

This is to carry sappressio veri to lengths which menace 
the very basis of our political system. Popular election is 
often criticised on the ground that the mass of the people are 
incapable of rational decision on a complicated issue: but 
if the information supplied to them is wholly onesided, 
democratic decision becomes by the nature of things absurd. 
It grows increasingly urgent that public issues should be 
debated on the wireless, and only the inability of the political 
parties to reach an agreement about the amount of time 
allotted to each prevents the broadcasting of fairly conducted 
debates between party spokesmen. The effect of this failure 
is that Lord Beaverbrook, the real founder of the new fourth 
party, is alone in a position to broadcast his views. Since 
political controversy is still barred, Lord Beaverbrook is to 
broadcast on Empire trade, not as a politician, but as an 
“expert,” side by side with such distinguished authorities 
as Sir Josiah Stamp and Sir Arthur Salter. Are we to see in 
this a ruse on the part of the B.B.C. to stimulate the older 
parties to reach some agreement, lest their policies, unexplained 
in the most widely circulated newspapers, remain unknown 
to a large part of the electorate? 


KINGSLEY MARTIN. 
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HE documentary material for pre-war history goes 
on increasing but, as Dr. Conrad Bornhak complains, 


no one reads it. Hence his Die Kriegsschuld. Deutsch- 

lands Weltpolitik, 1890-1914 (pp. xvi.s90, Verlag 
Tradition, W. Kolk), which follows familiar lines but is 
particularly interesting for the view that close study of the 
documents leads to a revision of the current opinion on 
Wilhelm II. Clever enough to realise that he was not of 
sufficient stature to conduct a European war, the Kaiser 
followed a peace policy which the less shrewd judgment and 
obscurer vision of his abler statesmen ruined. The breach 
with Russia, the Kruger telegram, the Tangier exploit, were 
all their work ; it was they who destroyed any possibility of 
exploiting the Bjork6 treaty which Bornhak approves, 
while the last catastrophe was due mainly to the fact that the 
Kaiser was not strong enough to withstand them, especially 
“the wretched trinity,” Bethmann—Kiderlen—Metternich. 
Written with freshness and vigour and with full knowledge 
of the sources, this is a very readable account of German 
policy. Much of the same ground, and also German internal 
history, is covered as ably in the first part of the completing 
third volume of Johannes Ziekursch’s masterly Po/itisch 
Geschichte des neuen deutschen Kaiserreiches (Das Zeitalter 
Wilhelms IT.) (Pp. v.490, Frankfurter Societats-Druckerei), 
but in rather less space, with the same tendency to blame 
Bismarck’s epigoni, but less to exonerate Wilhelm. The 
second part is a useful account of the war years in which 
military are related to political events—a sound, unpretentious 
narrative. This is the handiest history of the Empire at 
present. More detailed are the latest additions to the most 


useful Beitrage zur Geschichte der nachbismarckischen Zeit | 


(Kohlhammer, Stuttgart). F. Uplegger’s Die englisch 
Flottenpolitik, 1904-1909 (Pp. vii. 128) is a careful investi- 
gation based on the documents, on newspaper files and 
biographical material of the development of British naval 
policy after the Entente had solved one of its problems. 
The ease with which a naval scare could be created in England, 
particularly a German one, the mischievous work of the 
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ptess and the defeat of the Radical policy by the Liberal 
Imperialists are well described and with such calmness that 
a German scholar can at last describe the famous speech ot 
Arthur Lee properly as, “an unimportant speech by an 
unimportant man.” H. Preller’s Salisbury und die tiirkische 
Frage, 1895 (Pp. 1v.114) is a successful attempt to discuss the 
curious episode of the “ Partition” policy in its international 
aspect, from which it is concluded that Salisbury never 
really wanted a German alliance and that much of German 
comment on the failure to reach an alliance is discounted by its 
inability to realise that fact. Both monographs are the work 
of intelligent critical students. Less technical and more 
for the general reader, but quite as important, is St. René 
Taillandier’s account of his mission to Morocco in 1901-1906 
—Les Origines du Maroc frangais (Plon. Pp. vi1., 380). It 
was in these years that France’s Morocco claims were 
forged and began to be enforced, that the Entente was 
created, and, when tested, inflicted a serious diplomatic defeat 
on Germany. The author was France’s advance guard 
in Morocco and his account of his mission is invaluable for 
the study of the Morocco episode. Nothing could more surely 
reveal the difference between pre- and post-war conceptions 
than the inevitability with which he drew nationalist con- 
clusions from the Moroccan chaos. Of an episode closer in 
time to the war—the scare of March 1914—Anton Jux gives 
a very detailed account in his Der Kriegsschrecken des Friihjahrs 
1914 in der europdischen Presse (Hendriock. Pp. x1I., 248), 
which analyses the origin and effect of the famous article in 
the Kélnische Zeitung of March 2, 1914, on Russia’s will to 
war as indicated by the state of her armaments. The article 
produced a violent Russo-Franco-German press polemic. It 
was the time of the Sanders mission and the Russian decisions 
concerning the Straits and of renewed trouble in the Balkans— 
a time of great tension when many responsible statesmen 
had made up their minds war was unavoidable. Dr. Jux has 
exhaustively searched newspaper files and even the archives 
of newspaper offices, and his book is capital for any student 
of the press and its effect on politics and public opinion, and 
the relations to policy of political journalists. Of the whole 
pte-war diplomacy a lucid history is given in the Histoire 
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diplomatique de |’Europe 1871-1914 (Presses universitaites, 
2 vols. Pp. 476, 390), edited by H. Hauser and written by 

Ancel, Cahen, Guyot, Lajusan, Renouvin and H. Selvaaat 
The account is given from the French point of view, but is, 
on the whole, remarkably impartial, recognising for instance 
the culpability of Russian diplomacy and the importance of 
the Russian general mobilisation in July 1914, but rather 
slurring the responsibility of France in the development that 
led to the tragedy. The authors have skilfully constructed 
an intelligible narrative out of a huge mass of material and 
till the rest of the documents are published their book will, 
at least for French students, replace that of Bourgeois. A line 
must suffice for the Graf zu Stolberg Wernigerode’s Bismarcks 
Biindnissystem (Teubner), a useful application of the chart 
system to diplomatic history with explanatory notes. Re- 
ference to it may save the student effort of memory and loss 
of time. 

Germany : Pride of place must be given to Paul Wentzcke’s 
Rubrkampf (vol. 1. Hobbing. Pp. xvi., 490). Despite the 
disaster it caused, the passive resistance in the Ruhr played a 
larger part than is always recognised in the restoration of 
German morale and it is satisfactory to have so full and so 
competent a history of it. This first volume deals with the 
post-war history of the Ruhr question, the occupation, the 
beginning of passive resistance and the reactions to it of the 
Franco-Belgians. The detail is extraordinary but Wentzcke 
is so thoroughly master of his subject that the way through it 
is plain and easy. Intimate acquaintance with events gives 
a moving narrative almost a personal touch, but it remains 
always sober history, treating things in the true historical 
spirit and with regard to their importance, economic and 
political, rather than their dramatic interest—an indispensable 
book to the student, and a notable contribution to history. 
Not unakin in subject is the political rather than historical 
La Liquidation dela Victoire. I. La Sarre (Tallandier, pp. 254), 
by J. Donnadieu which, having sketched controversially the 
history of the Saar basin, describes its present governance 
and the work done by the French administration as prelude 
to a violent attack on the policy of abandonment of the 
plebiscite and a pre-1935 settlement by negotiation. The 
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standpoint may be judged by the fact that the author thinks 
that the plebiscite might be favourable to France and that the 
inhabitants realise to the full the benefits of permanent 
separation from reparations-ridden Germany. Revolution 
themes form the subject of M. Baumont’s L’ Abdication 
de Guillaume ITI. (Plon. Pp. 256) and Dr. von Kéhler’s Zur 
Geschichte der Revolution in Weirttemberg (Kohlhammer, 
Stuttgart. Pp.212). Baumont by carefully collecting, 
collating and working into a narrative the great mass of 
evidence in official investigations, writings of participants 
and allusions in contemporary memoirs has given a deeply 
interesting account of the dramatic last days at Spa—a piece 
of soand research on contemporary history that in its care 
and lucidity may well serve as a model. Dr. Kohler, who 
was the last royal Minister of the Interior in Wirttemberg, 
gives an account of the hasty attempt to introduce reform in 
his state, of the arrival of revolution, the taking over of power 
by the new forces and the departure of the King. Munich, 
Kiel and Berlin bulk exclusively in most histories and this 
plain account of what happened in quieter but no less 
dramatic ways in another state is as interesting as it is 
valuable. No life of “‘ Red Rosa” could be really dull and 
despite unevennesses, Max Hochdorf’s Rosa Luxemburg 
(Verlag der neuen Gesellschaft. Pp. 280), takes on something 
of the stormy fascination of its subject, the little Jewish 
girl who was a conspirator at 12, the creator of a party in 
her teens, the leader of Left Socialism, the inspirer (more 
than Liebknecht) of Spartacism, nearly the President of a 
sovietised Berlin, and murdered as a Bolshevik when she had 
just repudiated Leninism. One wants a fuller, more historical 
life, but this is an interesting personal biography. Apprecia- 
tions, rather than biographies, are contained in the veteran 
Hermann Pachnicke’s Fiihrende Manner im alten und im neuen 
Reich (Hobbing. Pp. 244), in which “ party-men” like 
Richter, Rickert, Mommsen, Bebel, are opposed to “‘ govern- 
ment-men” like Caprivi, Bilow, Hertling, Tirpitz. There 
are no “new-party men,” but Stresemann and Rathenau 
appear to represent the “‘ new-government men ” although 
Stresemann is a notable party man. There is an interesting 
essay on the ex-Kaiser, whose reign was “ a sequence of verbal 
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imprudences,” and a valuable appreciation of the little-known, 
but important, Vice-Chancellor Payer. 

Books on the constitution are still steadily appearing. 
Dr. Giese, whose edition of the constitution is a standard one, 
has followed it up with his Dewtsche Staatsrecht. (Spaeth 
und Linde. Pp. x11., 228), which serves at once as introduction 
and as estimate of the place of the Weimar constitution in 
general Staatsrecht. General theory and definitions form a 
preface to the history of the constitution, which Giese de- 
scribes as that of a unitary federal state. The field and functions 
ot the federal state are discussed and then those of the unitary 
state with a careful analysis of its organisation and of con- 
stitutional practice. A valuable section on the constitution 
of the Lands, their governments and legislative and ad- 
ministrative powers as complementary and supplementary to 
those of the Reich concludes a highly condensed, technical 
but authoritative text-book. Two more are now available of 
Stilke’s well-known Abhandlungen zur Reichsverfassung. B. 
Henrich’s Die Grenzen der Verfassungsautonomie der deutschen 
Lander (Pp. 110—of which 12 are bibliography !) describes 
with extreme care the precise constitutional limitations 
imposed on the states, discusses their freedom to change 
their constitutions within the term freistaatlich and indicates 
the consequences in questions of local administration, 
electoral reform and the stability of State governments. 
F. Feller’s Erschwerungen des Sturzes der Reichsregierung, etc, 
ohne Aenderung der Reichsverfassung deals with the general 
problem of Cabinet stability in the Reich and the States 
and suggests lines on which without raising any constitutional 
issues, the lives of Cabinets may be prolonged. H. Jahrreiss’s 
System des deutschen Verfassungsrechts in Tafeln (Mohr, 
Tubingen. Pp. 144) is a diagrammatic survey of the con- 
stitution which, once the method is grasped, forms a most 
useful reference book to that document and to the State 
constitutions and the relevant parts of international treaties. 
W. Volz and H. Schwalm Dye deutsche Ostgrenze (Stiftung 
fiir deutsche Volks- und Kulturbodenforschung, Leipzig. 
Pp. 128) is a concise description of the situation linguistic, 
economic, industrial, agricultural and cultural on Germany’s 
eastern frontiers and the way the frontier affects these illus- 
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trated by an atlas of eleven large, detailed and beautifully 
executed maps which are in themselves an invaluable mass 
of information. Finally for the sake of its analysis of certain 
spiritual forces that contributed to the revolution one may 
mention Otto Westphal’s Feinde Bismarcks (Oldenbourg, 
Munich. Pp. 300), which is a highly controversial discussion 
of “the spiritual foundations of the German Opposition 
from 1848 to 1918.” The argument, which begins with an 
able and richly-deserved attack on Emil Ludwig and goes on 
to examine critically the opposition of art and learning to 
Bismarckism as typified by Wagner, Nietzsche and others, 
ranges far out of the sphere of politics, but in its criticism of 
certain German historical schools and of historiography in 
general is well worth reading. 

Russta: H. von Eckardt has written a formidable, 
though beautifully illustrated, general handbook to Russia— 
Russland (Bibliographisches Institut, Leipzig. Pp. xu, 568). 
It contains a sketch of Russian history, a full account of the 
revolutionary movement and its causes, and of the victory 
of Bolshevism, a long and valuable section on the policy of 
Bolshevism, especially in its economic aspects, and concludes 
with a general account of the Soviet Union, its activities and 
development in all spheres, buttressed by maps and diagrams 
and equipped with a full index. Eckardt has thoroughly 
ransacked the sources and used them critically. Of smaller 
books Manfred Langhans’ Die Wolgadentschen (Ost-Europa 
Verlag. Pp. vut., 190) is an exhaustive account of the 
German community on the Volga from its arrival to its 
elevation, after many vicissitudes, as an autonomous republic 
by communism. Its constitution and government are carefully 
studied in light of the Soviet nationalities policy and its 
political, cultural, and economic evolution described in 
detail. Slighter in form though its subject is bigger is 
René Martel’s Les Blancs-russes (Delpeuch. Pp. 174) which 
does the same for the almost as little known White Russia, 
indicates the effect which its status as a federal state has 
had, notably culturally, on its development, and describes 
(with an appendix on the Polish “terror”’ based mainly on 
Polish sources) the effect on the general policy of the 
U.S.S.R. of the fact that compact masses of White Russians 
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live uncomfortably in Poland. To their studies of 
the civil war the house of Payot have added General J. 
Rouquerol’s L’ Aventure de l’amiral Koltchak (Pp. 188)—a plain 
account by a member of the French mission of the civil war 
in Siberia, which is an unequivocal condemnation of a regime 
that was only “a screen for a gang of Russian crooks,” with 
interesting sidelights on Allied policy, especially Japanese and 
American, which explain the completeness of the collapse ; and 
Major Savtchenko’s Les IJnsurgés du Kouban (Pp. 264), a 
vivid and engrossing account of a little-known episode, the 
“ sreen ” rising of the Kuban Cossacks against Bolshevism 
after the defeat of the Whites, and the author’s part in it, 
that throws a new light on the civil war. 

Among travellers’ tales must be signalised the completion 
of Panait Istrati’s Vers /’ autre Flamme (3 vols. Pp. 284, 214, 
334) which describes how a sympathetic sensitive Bolchevisant 
thoroughly explored Russia, and came back saddened and 
hopeless over ‘‘a state of things that exists nowhere else on 
earth, not even in Mussolini-land.” The most interesting 
pages are of course the descriptions of choses vues, often of 
gteat power, which constitute a damning indictment trom 
the Liberal point of view of Bolshevik practice, but these 
yield in value to the careful accumulation of the evidence from 
Russian sources which completed the disillusionment. 
Recollections literature is represented by General de Kochko’s 
Souvenirs d’un Détective russe (Payot. Pp. 246), in which the 
student of Czarism will find valuable material behind crime 
stories, and Mme. Narischkin-Kurakin’s Unter drei Zaren 
(Amalthea Verlag, Vienna. Pp. 280) which is particularly good 
on the later days of the Romanoffs, pleasurably non-scandalous 
and with the merit ot containing a good deal of anecdote that 
is new and valuable. More important, though still more 
anecdotal, is J. Steinberg’s A/s Ich Volkskommissar war 
(Piper, Munich. Pp. 254). Steinberg was a Left S.R. represen- 
tative in Lenin’s first coalition cabinet, and as he took his 
duties as Minister of Justice seriously, he was in violent 
conflict with the terrorist Dzerjinsky and the majority of the 
Bolsheviks till the split on the Brest treaty. The anecdotage 
resolves itself into an indictment of the Bolshevik leaders 
but is at the same time a first-hand document. 

R. T. Crark. 
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THIS MYSTERY OF UNEMPLOYMENT 


RATIONALISATION AND UNEMPLOYMENT 
By J. A. Hopson 

(Allen ¢ Unwin. 35. 6d.) 

Gotp, CREDIT AND UNEMPLOYMENT 
By G. D. H. Coxe 

(Allen ¢» Unwin. 55.) 


VERY reader of The Political Quarterly must be grateful 
at the present time for small and readable books on the 
causes and possible remedies for unemployment, by 
writers as sincere and able as Mr. Hobson and Mr. 
Cole. But so much has been thought and written on this 
problem and so little has been effected in practice that one is 
bound to read books on the subject in the most critical spirit. 

Mr. Hobson’s book may be divided into two halves— 
to my mind a bad half and a good half. 

The second half of the book contains a guarded welcome 
to “ Rationalisation ” and an admirable chapter on economic 
internationalism. In so far as “ Rationalisation” means 
closer co-operation between producers for the purpose of 
pooling knowledge and resources, or re-organising manage- 
ment and technique, and securing the full advantages of 
large-scale production, it is to be welcomed as offering 
means both of increased wages and employment. But, if the 
reduction in costs is accompanied by combination to keep 
up prices and is not passed on to the consumer in relatively 
cheaper prices for a larger output, nothing will be added to 
the real income of Britain or the world, and the position of 
labour will be relatively worse. That is not a prejudiced 
Labour view but an inescapable economic fact. Let us then, 
welcome “ Rationalisation ” (when it is not merely a financial 
marfiage or incest) as a means of cutting costs without cutting 
wages, but see to it that the consumer gets the benefit of the 
reduction. How are we to ensure this? Mr. Hobson 
suggests, in addition to the safeguards of publicity and wage 
tegulation which we are at present developing, “a surplus 
profits tax so arranged as to stimulate supply and a low-price 
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level.” Presumably he has in mind some tax graduated 
according to the percentage of profit on turnover. It is an 
idea well worth consideration, though one can see great 
difficulties in the way of applying it effectively. 

The first half of Mr. Hobson’s book develops his long- 
held theory that unemployment is due to over-saving and 
under-consumption caused by the unequal distribution of 
wealth. I have tried very hard to understand Mr. Hobson’s 
arguments both in this book and his earlier work on the 
same subject, but I am left with the same conviction—that 
the theory is based on a fundamental misconception of the 
nature and importance of the part which money and credit 
play in the world’s economic life. I share Mr. Hobson’s 
desire to discredit a grossly unequal distribution of wealth 
that is as uneconomic as it is unjust; but to lay the major 
part of the present unemployment at the door of inequality, 
is, in my view, a fallacious and, in other hands than Mr. 
Hobson’s, a dangerous doctrine. 

Fortunately, Mr. Hobson does not follow the arguments 
which support this theory to a// their logical conclusions. 
For example, one might deduce, but he does not advise, that 
the richer classes should spend more of their substance on 
riotous living, if they wish to relieve unemployment. Yet 
it would be quite unwise to dismiss the “ over-saving” 
theory as having no germs of truth concealed in it. 

In the first place, Mr. Hobson is clearly right in insisting 
that the prosperity of a nation or the world depends in the 
long run far more on the brains and physique of its people 
than on the amount of its material capital. By distributing 
incomes in such a way that capital is accumulated at the 
expense of the health and education of the masses, our 
economic system is definitely guilty of false economy. In 
so far as productivity is hokel by that cause, an increase in 
employment at good wages is also checked. But it is a far 
cry from that to saying that every £ taken from the 
accumulating classes and added to public expenditure on 
social services means a diminution of unemployment. (Not 
that Mr. Hobson does go so far as to say that quite so bluntly.) 

In the second place, it is true that, since the demand for 
capital goods is likely to vary more than the demand for 
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consumable goods, the industries producing the former are 
likely to be hit harder by any slump in trade. But it is the 
abundance of coal and iron in our island rather than excessive 
saving which has made us concentrate so much on the pro- 
duction of capital goods. 

Thirdly, it is a fact that there is a tendency in time of 
slump for the richer classes to hoard their bank balances, 
owing to the low yields on investments and the expectation 
of a further fall in prices; and this fact aggravates the fall in 
prices and prolongs the slump. But the initial slump causes 
and is not itself caused by a piling up of uninvested savings. 

The over-saving, under-consumption theory rests on 
hypotheses altogether more doubtful and obscure than the 
above. It seems, for example, to be a fundamental link in 
Mr. Hobson’s chain of reasoning, that one should assume 
that, because all our incomes are in a sense costs of pro- 
duction, paid out of the selling prices of the products of our 
property or industry, there must always be enough money 
going round to buy the produce of industry as a whole at 
profitable prices. From this it is deduced that when a slump 
in prices below the profitable level does take place, it is 
due to an over-saving of money income, beyond the amount 
that is actually required to pay for the capital goods demanded 
by industry. 

But is not the first stage of the argument fallacious ? 
Does it not entirely overlook the fact that while the pro- 
duction process is going on, the supply of money may be 
contracting for reasons quite outside the control of investor 
ot producer, so that the latter may be confronted with a price 
level much below what he anticipated when he bargained for 
his labour and his capital? And when he goes to draw his 
profit from the pool may he not find, like Mother Hubbard, 
that the cupboard is bare, or even that it contains a debit note, 
and that the rentier, the wage-earner and the State have 
between them collared the lot ? Under those circumstances, 
he has only two alternatives—either to reduce his reducible 
costs of production so as to be able to produce more profitably 
at a lower price level, or—which is much easier and more 
probable—to attempt to maintain the old price level by 
restricting production and creating unemployment. 
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There are only those two alternatives—unless, by some 
happy accident or by the deliberate action of governments and 
banks, the supply of cash and credit is expanded so as to 
restore, for a time at least, the higher price-level, and thereby 
to reduce the share of the product going to the rentiers. In 
such a case, of course, wage-rates also would suffer some 
reduction of purchasing-power, but it may reasonably be 
suggested that mage-incomes as a whole would increase, owing 
to the increased volume of employment. 

It is on the reform of monetary policy as a remedy for 
unemployment that Mr. Cole lays major emphasis in his 
latest book. The book is a collection of four essays, three of 
which are reprints of articles in the New Leader and the 
New Statesman. The first essay has not been published before 
and is, I think, the best. It is an admirable little exposition 
of the pros and cons of the gold standard. It is written for 
the layman and fully achieves its object, never lapsing into 
professional jargon, nor, on the other hand, over-simplifying 
of omitting important qualifications. Every business man 
in a depressed trade should read Mr. Cole’s brief and lucid 
essay; having done that, he could proceed, with mental 
profit to himself and his country, to the more difficult and 
important portions of Mr. Keynes’ Tract on Monetary Re- 
form. Mr. Cole, indeed, follows the lines of Mr. Keynes’ 
earlier analysis—but why, oh why, does he differ in his prac- 
tical conclusion? Having demonstrated that the gold 
standard sacrifices stability of prices to obtain stability of 
exchange rates, and that you cannot have both until a world 
bank stabilises world prices, he writes in Essay II., “‘ I prefer 
exchange stability, which makes our internal price-level 
dependent on the movement of world prices.”” He wishes 
at the same time to return to a “ managed ” internal currency 
dispensing with gold as a regulator of currency notes and 
credit, and yet to retain gold at a fixed price as a stabiliser of 
exchange rates. Whatever economy Mr. Cole might effect 
in the use of gold by this compromise, would certainly do 
something to check a further fall in world prices, but not 
much; and the more revolutionary proposals of Keynes 
and Irving Fisher seem equally or more practicable, and much 
mote effective as a remedy for slumps. 
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There are two other main theses in Mr. Cole’s book : 
first, a plea for closer co-operation between Government, 
banks, and industry to inspire and finance genuine “ rationalis- 
ation,” coupled with the suggestion that the banks themselves 
may need to be virtually nationalised, in order to fulfil their 
function properly. The Government has, of course, recently 
taken steps to do something along those lines. The second 
is a recapitulation of Mr. Cole’s previous suggestion for the 
formation of a National Labour Corps to carry out work 
that private enterprise has left undone in the past and is 
likely to leave undone in the future—such as slum clearance, 
land drainage and the like. The proposal is in this book 
recommended, not so much as a major remedy for the present 
depression as a useful permanent emergency implement for 
employing those thrown out of work by changes in demand 
or in technical methods, even in more normal times. An 
important feature in Mr. Cole’s proposal is that enrolment in 
the Corps must be quite voluntary and that those enrolled 
must be liable to dismissal for inefficiency. The task of 
forming and maintaining such a corps in useful employment 
would clearly present tremendous administrative difficulties ; 
and the history of rather similar experiments in the past has 
not been a happy one. Nevertheless, Mr. Cole, like Mr. Lloyd 
George, has this sound principle behind the scheme, that it is 
far better that men should earn half their keep by semi- 
economic work than that they should be kept idle in a half- 
starved and demoralised condition. 

That was the main theme of Mr. Cole’s earlier view of 
the unemployment problem. But, in this book, it is a minor 
theme, and he has clearly been looking more to a reform of 
monetary and credit policy as providing a remedy more 
practicable and less open to the possibility of mismanagement 
and abuse. Yet I am still in doubt as to what is to be the 
corner stone of Mr. Cole’s programme. 

* * * 

Perhaps both Mr. Cole’s and Mr. Hobson’s books dis- 
appoint readers like myself, because they look too far ahead 
or are too many-sided to underline plainly the main facts of 
the present situation. Those facts are, I think, clearly revealed 
by a few figures from the latest of the admirable statistical 
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bulletins issued by the London and Cambridge Economic 
Service. At the time of writing (end of July, 1930), the 
British wholesale price level of commodities entering into 
international trade is over 30 per cent. below that in 1924 
(and over 60 per cent. below that in 1920). Meanwhile the 
cost of living is only 11 per cent. less than in 1924, the level 
of wage-rates is only about 2 per cent. less, and the physical 
volume of British production has not increased by more 
than 5 per cent. at most. 

Compared with the catastrophic fall in the price which 
he can get for his products, the reduction in the British 
manufacturer’s costs of production, other than purchases 
of materials, is almost trifling. A year ago the situation was 
bad; to-day it is much worse, for during the first half of 
this year alone, wholesale prices have decreased by about 
13 per cent, while wage-rates have fallen not more than 
I per cent. and the cost of living by only 6 per cent. The 
one feature in the situation that cannot be surprising is that 
the numbers of unemployed should have increased by 
about 800,000 in the last twelve months. 

One thing at least is obvious—that whatever has caused 
the unprecedented fall in prices has also caused the vast 
increase in unemployment. To expect British wage-rates 
to come down to the new world price level is quite un- 
thinkable, when the home cost of living has not fallen to 
anything like the same extent. Nor is there any guarantee 
that, if they did, the level of world prices would not fall still 
lower. Moreover, to demand any general fall in wage-rates 
is unjust, unless the fixed income rentier is also prepared to 
give up some of his gains at the expense of the producer. 

What then are the causes of the fall in general commodity 
ptices? And why are our home retail prices relatively so 
much higher? ‘These are the two fundamental questions 
that demand an answer. The answer to the first question is 
not difficult to find. We know that the fall in prices cannot 
be an expression of increased British production at reduced 
costs. It might be due partly to increased production on the 
part of other countries that have been able, on the one hand 
by their monetary policy virtually to repudiate a large part 
of internal debts and the standing charges of industry, and, 
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on the other hand, by “ rationalisation ” and the reorganisa- 
tion of plant, technique and management, to effect a real 
increase in productivity. But clearly that is not the chief cause, 
since depression and unemployment are now world wide. 
Clearly the chief cause is to be found in our own monetary 
policy of deflation pursued with vigour since 1920, and, 
more recently, in the adoption of the gold standard by 
ourselves and other countries with the consequent shrinkage 
in the supply of currency and credit. 

The reason why British retail prices have not fallen to 
anything like the same degree as wholesale prices of inter- 
national commodities is, perhaps, a little more open to doubt. 
Mr. Hobson and others have suggested that this phenomenon 
may be due to the monopolistic position of retailers. But 
is not the more obvious and general cause the fact that 
British rents and rates, and the prices and costs of the services 
rendered by the sheltered trades engaged in transport, 
commerce and distribution have not fallen pari passu with 
the general price level, since they have not to face the com- 
petition of the world ? 

Let us then tabulate our conclusions in a definite form :— 

(1) The unemployment which has swamped us during 
the past ten years is due more to our own mistaken ideas of 
monetary policy than to any other single cause. 

(2) Our first mistake, ten years ago, lay in refusing to 
recognise that the correct remedy for inflation lay not in 
deflation, but in stabilisation at the inflated price level. 

(3) Our next big mistake was made in 1925, when Mr. 

Churchill refused to take Mr. Keynes and others seriously, 
and, finding that our paper prices were within measurable 
distance of gold prices, tied us up again to the gold standard 
on the basis of the old pre-war parity with the dollar. 
_ (4) The rapid increase in unemployment since that date 
is almost entirely due to the readoption of the gold standard 
by ourselves and other countries, aggravated by the hoarding 
of gold which has taken place in certain quarters. 

(5) The most potent, practicable, and quick-acting remedy 
for our present ills is to follow the principle at least of the 
plan proposed by Keynes in 1924—that is, to drop the gold 
standard like a hot brick and adopt a “ managed ” currency, 
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using gold where necessary as a means of international 
payment, but varying from time to time our price of a gold 
ounce according to the internal price level which it is desired 
to maintain. 

(6) We should deliberately manage our currency and 
credit so as first to reduce the present share of the product 
of industry taken by the rentier, and next to maintain a stable 
internal price level. In other words, we ought to inflate 
up to a point—say between 10 and 20 per cent. above the 
present price level—and shen stabilise. The arbitrary ap- 
preciation of the £ which Mr. Churchill sanctioned in 192; 
had a marvellous effect in losing us our export trade. Let us 
admit quite bluntly that deliberate depreciation of the { 
will have a striking effect in regaining it. 

(7) The injustices caused by a measure of inflation weigh 
far less in the balance than the demoralisation and despair 
caused by not taking it. And subsequent stabilisation of 
the internal price level satisfies the dictates of justice just as 
fully as those of expediency. 

(8) Those who consider that any degree of inflation is 
immoral, and that deflation is a salutary punishment for 
past sin, are either bondholders or incapable of profiting by 
experience. [It is indeed true that a /itt/e deflation can have 
a salutary effect in shaking the business man out of his natural 
complacency and inducing him to overhaul his methods of 
business. But labour is likely to have to suffer while he is 
conducting the overhaul ; and competition, wéthout deflation, 
is a much safer corrective.] 

(9) There is nothing to be said for the popular alternative 
—‘ protection” or “safeguarding ””—which can only 
aggravate the disparity between the home cost of living ond 
the price of goods for export and so make the situation worse 
instead of better. You cannot increase the purchasing power 
of the home consumer by preventing him from buying in 
the cheapest market, nor increase exports by restricting 
imports. It is significant that neither Mr. Cole nor Mr. 
Hobson nor any economist of repute has given one word of 
encouragement to the safe-guarder or the Empire Free-Tradet. 


JostaH WEDGWOOD. 
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Tue Sovirer UNION Looxs AHEAD: 
THe OUTLINE OF THE FIVE-YEAR PLAN 
(Allen ¢» Unwin, 85. 6d.) 


HE study of the process of industrialisation in the 

| countries of Western Europe is still comparatively 

recent. Started under the inspiration mainly of Marx 

and of the German Historical School, it still lacks 

much toward completion. Particularly does it lack com- 

prehensive analysis as compared with description, study of 

the physiology of the process rather than merely mapping 
its anatomy. But to-day we have before us a contempora 

instance of the process, on which only negligible field-work 

has been done in the realm of description and almost nothing 

in the realm of analysis—a contemporary instance of quite a 

special order of significance because it affords, not merely cer- 

tain novel features for comparison, but an entirely novel type. 

Hitherto, industrialisation has taken place under the 
initiative of capitalist entrepreneurs, working under conditions 
of more or less complete /aissez-faire. Their spur was the 
surplus to be gained from the heightened productivity of 
labour which mechanical methods implied. The pre-condition 
for their activity was a degree of class differentiation, erecting 
on the one hand sufficient capital accumulation to provide 
the fodder for ambitious schemes of construction, begetting 
on the other hand a proletariat forced by necessity to labour 
for a master. The significant contrast which Soviet Russia 
affords us to-day is that of a predominantly agrarian, semi- 
Asiatic country passing through the industrial revolution, 
uncaptained by capitalists, on the basis of comparative social 
equality and with a systematic economic plan of construction 
and transformation, elaborated in advance and carried into 
effect by the State. 

This interesting book constitutes a summary of this 
Plan, as prepared by the State Economic Planning Com- 
mission—a sort of Economic Council, Economic General 
Staff and group of permanent Royal Commissions rolled into 
one—extending over the five-year period 1928-9 to 1932-3. 
These five-years ate regarded as the crucial years of the 
process of capital construction, into which will be crowded the 
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crux of those changes which transformed Britain between 
1820 and 1860 and Germany and France between 1840 and 
1880. In this period capital construction work is provided 
for amounting to some 65 milliard roubles over the whole 
national economy, representing, as a proportion of the 
national income, double the rate of “normal” capital 
accumulation in this country. On this basis industrial 

roduction is planned to increase nearly one-and-a-half times 
o 1933, some 35 per cent. of it coming from newly-con- 
structed factories, and the national income per head to 
increase some 70 to 80 per cent. 

A hedonistic calculus seems to afford no a@ priori precept 
as to the rate at which it is right and proper to sacrifice the 
present for the future: it may set limits, as the late Mr, F, P. 
Ramsey suggested, but do little more precise in the way of 
command to a socialist state. Indeed, if we accept Bentham’s 
suggestion, that future utilities are to be treated on a parity 
with present utilities, capital accumulation would seem always 
to be less than the desirable, short of future bliss and present 
annihilation; and no mechanical calculator, such as Mr. 
H. D. Henderson has pictured for a socialist state in his 
Supply and Demand, seems necessary or even possible in 
judging or in conducting the policy of a socialist-planned 
economy. Certainly the rate of capital accumulation in 
Soviet Russia to-day represents an almost unique example of 
sactificing the present to the future in the interests of the 
industrialisation programme. The burden of it shows itself 
in the extraordinary shortage of finished goods, particularly 
agricultural products and those for which Russia relied 
previously on import from abroad. The fruit of it is seen 
in the quite amazing amount of constructive work that is 
visible throughout U.S.S.R.—giant new factories such as 
the Stalingrad tractor-plant and the Moscow Amo motot 
works, transport projects such as the Turksib railway and 
the Volga—Don canal, 42 new regional power stations, giant 
irrigation work in the cotton-fields of Turkestan. 

But while previous cases of rapid industrialisation have 
achieved success by the exploitation of an urban or a rural 
proletariat—imposing a burden on this class to create a 
surplus from which the ruling class could “save” and 
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accumulate—only those countries which pursued a high- 
protectionist policy in foreign trade were able to tap additional 
sources of accumulation by raising the values of industrial 
products above the world level: with free import of foreign 
goods this higher level could not have been maintained. 
With foreign manufactures excluded, the resulting higher 
industrial price level represented (in a sense) an exploitation 
of the whole agricultural population lying within the political 
frontier. To this end served English Mercantilism or French 
Colbertism. From this source hitherto Russian industry 
has acquired considerable sums, if less than the capitalist and 
landlord previously acquired from the peasantry in rent and 
in mortgage obligations. 

Such a policy, however, while it achieves a large short- 
period gain, may well in the long-period be a brake on 
agricultural development. And it is for this reason that 
agriculture in Russia to-day, as the Gosplan report emphasises, 
represents the crucial point of the Five-Year Plan. In face 
of the backwardness of agriculture the Soviet Government 
was faced with the alternative of slackening the rate of 
growth of heavy industry (in favour of faster growth and 
lowered values in the lighter finishing trades) or of en- 
couraging the growth of the rich embryo-capitalist farmer, 
cultivating a surplus for market. LEschewing both these 
obvious remedies, it took the harder task of carrying through 
a wholesale revolution in the village parallel to its industrial 
revolution in the towns. It shouldered the gigantic task of 
transforming the face of a continent in five years from the 
wooden plough and open-field system to large-scale tractor 
agriculture on the American model. 

The two roads to this goal were to be an extension of 
State farms, some of them planned on the stupendous scale 
Of 200,000 to 300,000 acres, and the creation of collective 
farms by persuading individual | aay to merge their 
holdings and their cattle. Most of the former were planned 
to be on hitherto virgin soil, highly fertile after an initial 
expenditure of capital. At first main emphasis was placed on 
these “ grain-factories,” as they were called. But, subse- 
quently, it proved that the collective-farm movement was 
capable of much more rapid progress than at first was ex- 
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pected, partly owing to the successful experiment in “ tractor- 
stations,” giving an incentive to the peasantry to use collective 
methods, partly as a result of the mobilisation of the whole 
forces of the party in a propagandist “ drive ” for agricultural 
collectivism. By 1933 it was planned to include about a 
fifth of the peasant farms in the area of collective and State 
farms, and for these to account for 40 to 50 per cent. of the 
matketed grain surplus. Then, once again, Russia would 
have a considerable grain export. Actually these figures have 
already been achieved in the year 1930. 

The first reading of the plans for so unique an historical 
programme not unnaturally tends to produce an attitude of 
scepticism. The dimensions of the scheme in a country so 
poor in technique and personnel as Russia might well seem 
Utopian. One cannot, however, accuse the authors of this 
report of blindness to the difficulties: these they state with 
a frankness which by itself carries conviction. 

In 1927 an original and preliminary Five-Year Plan was 
prepared. This was declared to be too modest, under- 
estimating the latent potentialities in a socialist-planned 
economy. A revised Five-Year Plan was then prepared in 
two forms: a minimum and a maximum variant; and the 
Soviet Congress in 1929 adopted the latter as the official 
programme. It is this which is represented in the summarised 
report which Messrs. Allen & Unwin have made available 
in England. So successful have been the results of the first 
year (1928-9) of the Five-Year Plan, that the programme 
for the current year has been revised yet again in an upward 
direction ; and the slogan which is plastered on every other 
tramcar, every workers’ club and every factory in Moscow 
to-day is: “ The Five-Year Plan in Four Years.” 


Maurice Doss 
Samara. 
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RumanrA’s New Economic Po icy 
ByDr. Vircit Mapcearu (P. 5S. King. 55.) 


YeAR-BOOK OF AGRICULTURAL CO-OPERATION. THE HorRACE 
PLUNKETT FouNDATION (Routledge. 105. 6d.) 


AGRICULTURAL CO-OPERATION IN CZECHOSLOVAKIA 
By MarGaret Dicsy (Routledge. 35.) 


HE general neglect of agriculture in England is 

reflected in the rarity of books on agrarian subjects, 

and also in the backwardness of agricultural co- 

operation, in comparison with its rapid progress 
elsewhere. The Year-Book of Agricultural Co-operation contains 
about a score of articles, from most of which one would 
like to quote, on British and foreign co-operation. (The 
article on Czechoslovakia, by Miss Digby, is issued also as 
a separate reprint). One notes the report on the Barbreck 
School, in Argyllshire, an experiment in the Danish tradition 
and on lines on which alone rural life can be revived. The 
report on the Congress of the Co-operative Union (1929)—at 
which “the subject of agriculture cannot be said to have 
raised more than a ripple ”—indicates the two main problems 
which the movement has to face. “‘ The gap which has 
hitherto divided producers from consumers must be bridged 
over and organic relations established”; and, secondly, 
“there is no realisation of our ideals possible apart from the 
international extension of our work.” 

What one may call the ‘ inevitability of internationalism ’ 
is brought out also in M. Madgearu’s book, though it claims 
to do no more than summarize the new economic laws 
passed by the Government to which he belongs. But in his 
conclusion he insists, with obvious justice, that industrial 
unemployment in the west and agrarian poverty in the east 
are but two sides of one problem. Therefore, “ the one thing 
needed is systematic action for raising production in the 
agrarian countries.”” These countries must themselves lead 
the way, as M. Madgearu’s government has done, by 
abandoning the policy of industrialization. But western 
capital should take an interest in agricultural development, 
and not, as hitherto, be offered solely to industrial and 


mining enterprises. D. Mirtrany. 


(Owing to pressure of space a number of book reviews have been held 
over until next issue). 
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